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A Better Way—= 
to Make Money 


A Simple and Practical Plan 
of Investing and Trading in 
Stock and Grain Markets 


i by Burton H. Pugh 


Editor, Market Forecaster 
Company, Author of 
Trader's Instruction Book, 
and Other Market Books. 


F you really want 

to make profits out 
of your stock trans- 
actions, we recom- 
mend to you this important new book. 
You will find it a practical, common- 
sense approach to the problem of 
what to do with your surplus funds. 


Mr. Pugh’s plan emphasizes long 
term investment for large appreciation. 
He advises purchase only of active, 
solvent stocks, listed on the New York 
Stock Exchange. He recommends also 
that you buy your stocks outright. Fhe 
policy of the book is profits with safety. 


Before You Buy— 


Know Position of Your Stock 


R. PUGH shows how all standard stocks 
range frequently from a sound and very 
desirable investment area, to an over- 

extended high level where holdings should be 
sold. These positions are determined by the 
market itself. They are easily understood and 
can be quickly applied by the investor. 


The way to get the largest percentage of 
appreciation is to know when a stock — any 
stock—is in its most favorable position to buy. 
Also how to determine when to accept a profit. 
Mr. Pugh’s plan tells you how. Don’t buy or 
sell another stock until you get this book and 
find out how the market itself evaluates the 
ones you favor. 


Mr. Pugh’s Plan Now 
Widely Used 


Issued only a few months ago. A BET- 
TER WAY TO MAKE MONEY has already 
reached an extensive market among investors. 
Hundreds of buyers have written to the author 
in enthusiastic endorsement of his simple, 
practical method. If you own stocks or in- 
tend to buy, read this helpful book. It may 
save you costly losses during 1940. 


Read What Users Say— 


One best aid to market trading ever conceived— 
and speak from experience of some years.’’—W. C. 
C., Pasadena. 

“Your book has had a most clarifying influence 
en my investment thinking. Have 
made an analysis of my holdings 
fer the past eight years and need 
= tell you what a revelation it has 
been to me, in the light of Mr. 
Pugh’s philosophy.’ 

—L. M. S., Chicago. 


Send for the Book Now— 
Five Days’ Examination Allowed 


A BETTER WAY TO MAKE 
MONEY will be sent to you for ex- 
amination. At the end of the five 
days’ examination period, either re- 
mit the price, plus few cents 
delivery, or return the 
book. 


THE RONALD PRESS CO. 
Dept. M371, 15 East 26th St., 
York, N. Y. 


Please send me A BETTER WAY TO MAKE 
MONEY by Pugh. Within 5 days after I receive a, § 
I will remit $3.50, plus a few cents delivery. Or, 

not entirely satisfied, I have privilege of Se 
the book within that time. (We pay delivery if you 
remit with order; same guarantee of satisfaction.) 
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“Silk Stockings in the Morning!” 


stockings a luxury? Not 
today, but they were 25 years 
ago. So was an automobile, and a 
telephone. An incandescent lamp— 
not half so good as the one you 
now get for 15 cents—then cost 
more than twice as much. And you 
couldn't buy a radio or an electric 
refrigerator for love or money. 


These are only a few of the things 
we accept today as commonplace. 
We expect smooth, well-lighted 
streets. We want automatic heat in 
our homes; we clean our rugs with 
vacuum cleaners. We accept with- 
out comment an X-ray examination 
as part of a medical check-up. 
Luxuries? No. They're part of the 
American standard of living. 


How did they become common in 
so short a time? Through vears of 
steady wo1k by American industry 
~-scientists, engineers, and skilled 
workmen developing new products, 
improving them, learning to make 
them less expensive so that more 
millions of people could enjoy 
them. And so, imperceptibly, lux- 
uries have changed to necessities. 


More than any other thing, the 
increasing use of electricity in 
industry has helped in this prog- 
ress. For more than 60 years, 
General Electric men and women 
have pioneered in making elec- 
tricity more useful to the American 
people—have led in creating More 
Goods for More People at Less Cost. 


G-E research and engineering have saved the public f-om ten to one hundred dollars 
for every dollar they have earned for General Electric 


GENERAL & ELECTRIC 


90-208 D6 


To Owners— 


Executives of Industrial Corporations 


A financial client of this firm is in position to negotiate 
additional substantial capital requirements for businesses 
that can show records of able management, increasing 
markets and earnings, and enjoy high ratings in their re- 
spective fields. Communications will be held in strictest 
confidence by our client. Address Box 32, c/o Albert Frank- 
Guenther Law, Inc., Advertising, 131 Cedar St., New York. 


Books 


*BANK MANAGEMENT CONTROL. 
By E. S. Woolley, C.P.A. Published 
by George S. May Company. 166 pp. 
$5.00. In December, 1920, there 
were 30,078 individual banks in the 
United States. By March, 1933, over 
17,500 of them had closed their doors. 
And the general reason for this oc- 
currence was failure of the manage- 
ment because of a lack of knowledge 
of fundamental factors absolutely es- 
sential to successful banking. No 
wonder that the problem of bank 
management and control has since be- 
come one of the main topics of dis- 
cussion among the banking fraternity. 
This book has been written chiefly 
for the purpose of giving such knowl- 
edge and providing a guide to help 
bankers in their managerial functions. 
It shows how to run the various de- 
partments, how to control cost items, 
how to establish public relations suc- 
cessfully. Chief emphasis, however, 
is placed upon the necessity of fre- 
quent and complete departmental re- 
ports which should enable the man- 
agement to know at all times the 
exact status of the bank’s affairs, as 
such information alone makes it pos- 
sible to manage a banking institution 
successfully even today when banks 
must face the increasing competition 
from the government, finance com- 
panies, loan associations and insur- 
ance companies. 

*A copy of this book will be given free, on re- 


quest, to any bona fide bank executive in the Uni- 
ted States or Canada. 


x * 


REVENUE BoNDS AND THE IN- 
vEstor. By Laurence S. Knappen. 
Published by Prentice-Hall, Inc. 
344 pp. $3.50. There are today 
about $1 billion revenue bonds out- 
standing in the United States and this 
type of financing has become rather 
popular in recent years under the 
sponsorship of such Federal agencies 
as the RFC, the PWA and several 
others. Revenue bonds in the mean- 


ing of the author are all those bonds 
of political units that are payable as 


(Please turn to page 28) 
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1940 Likely 
Year for Railroads 


Reorganization progress, new legislation, further earnings gains and 


other developments should tend to increase interest in rail securities. 


HE passing of an important 

landmark in rail finance—the 
completion of the first major reor- 
ganization under Section 77—will as- 
sure the year 1940 a place of distinc- 
tion in railroad annals. About seven 
years have passed since the enactment 
of this section of the Federal Bank- 
ruptey Act, and the number of car- 
riers in bankruptcy trusteeship has 
increase steadily through the last 
quarter of 1939, the latest addition 
to the list being the Central Railroad 
of New Jersey. Now there appears 
to be every reasonable assurance that 
the trend is turning. 


Early Moves 


The Chicago & Eastern Illinois has 
practically completed the steps neces- 
sary for release from bankruptcy, and 
the Chicago Great Western is not far 
behind. The status of the ICC docket 
indicates that several other final reor- 
ganization plans will be presented to 
security holders during the current 
year. And there should be few, if 
any, additions to the list of bank- 
ruptcies in 1940. It is possible that 
one or two Section 77 proceedings 
might be instituted, if voluntary debt 
adjustment plans prove impracticable, 
but the record at the end of the year, 
according to all current indications, 
should disclose a substantial net de- 
crease in the aggregate mileage of 
American railroads in receivership or 
bankruptcy trusteeship. 


This prospective contrast with the 


‘ progressive increase in judicial reor- 


ganization proceedings since the early 
1930s is a matter of great importance, 
not only to the holders of the securi- 
ties directly affected, but to railroad 
investors generally. The large num- 
ber of bankruptcies has tended to 
exert a depressing effect upon the 
market for all rail securities and par- 
ticularly those of the “borderline 
roads.” Furthermore, the disappoint- 
ing recent market record of defaulted 
rail bonds—which are selling only a 
little above their lows despite the 
large traffic and earnings gains since 
last summer—is partly attributable to 
the lack of progress toward the termi- 
nation of reorganization proceedings 
which have been going on for years. 
This apathetic market attitude 
toward the more speculative rail is- 
sues could show a pronounced change 
after the successful consummation of 
a few reorganization plans, assuming 
that traffic prospects should continue 
generally favorable. The only major 
exception must be made with respect 
to the stocks of companies reorganiz- 
ing under Section 77. With few ex- 
ceptions common stocks will be wiped 
out, according to all present indica- 
tions, and little if any equity will be 
recognized for preferreds in most 
cases. This means that even the 
present low market valuations for the 
large majority of bankruptcy rail 
shares will prove unwarranted when 
the reorganizations are completed. 


With bonds, however, the reverse 
is generally true. With the excep- 
tion of Chicago Great \Vestern 4s, 
Chicago & Eastern Illinois first 6s and 
the Mobile & Ohio bonds (all of these 
companies should be released from 
the courts soon), there has been little 
evidence of market recognition of re- 
organization possibilities. And even 
in this favored group there have been 
no spectacular price recoveries, with 
the possible exception of the C. & E. 
I. senior lien, which is now quoted 
around 120. (C. & E. I. first 6s, 
which sold as low as 32 in 1933 and 
53 in 1934, will be paid off in cash at 
par with accrued interest at 4 per 
cent from the date of the principal 
maturity in 1934.) The probable 
scope of recovery for bonds which are 
not so “close to the rails’’ is more 
limited, but in many cases the reor- 
ganization securities which will be dis- 
tributed should prove to have a mar- 
ket value considerably in excess of 
the current quotations for the de- 
faulted bonds. 


MOP Set-Up 


The Missouri Pacific set-up will 
serve as an illustration. The ICC has 
approved what will presumably be the 
final plan of reorganization for this 
system. Consummation of the reor- 
ganization before the end of the year 
is likely, since the only evident op- 
position to the plan is that of the 
stockholders. Both preferred and 


oy 
it 
. : 


The FINANCIAL WORLD 


Vol. 73. No. 8 


common stocks are to be wiped out; 
it is possible that stockholders will 
attempt to block the plan by litiga- 
tion, but no long delays on this ac- 
count appear probable. The first and 
refunding mortgage bondholders will 
receive, for each $1,000 principal 
amount, $7 cash, $300 new first 4s, 
$350 income B 4%s, 114 shares prior 
preferred, 2% shares junior pre- 
ferred and 2.98 shares common. It 
appears that the new first mortgage 
4s should be worth at least 60. On 
this premise, current quotations 
around 17 for the first and refunding 
5s attribute no value to the prospec- 
tive distribution of junior issues. 
Valuation of the new income bonds 
and stocks will, of course, depend 
upon earnings trends, but a conserva- 
tive guess as to their market indicates 
a probable aggregate value for the 
reorganization securities of $250 to 
$300 per $1,000 bond. Undervalua- 
tion is even more clearly indicated in 
respect to the New Orleans, Texas 
& Mexico bonds, currently quoted in 
the low 30s, which are in a favored 
position in the Missouri Pacific re- 
organization. 

In the event that the markets for 
reorganization securities distributed 
by the Chicago Great Western or 
other roads which are now in the 
final phases of reorganization pro- 
cedure bear out these indications of 
undervaluation of the defaulted bonds, 
speculative interest in similar situa- 
tions is certain to increase. 

Although the good earnings re- 
covery shown by the railroads in the 
last half of 1939 had only a limited 
effect upon speculative rail issues, 
continued progress in 1940 would 
finally obtain greater market recogni- 
tion. In considering 1940 earnings 


prospects, geographical factors as well 
as the general business outlook must 
be weighed in any estimate of the 
possibilities of individual stocks or 
bonds. The results of the recent 
phenomenal cold wave in the South 
have impaired traffic prospects for 
several roads which normally carry a 
large volume of fruits and vegetables. 
The dubious outlook for the winter 
wheat crop casts a shadow over the 
lines which are heavily dependent 
upon shipments of this commodity. 
The industrial roads will follow the 
major trends of business in manufac- 
turing areas. But results for the first 
half of the year, at least, should be 
generally favorable. 

Nineteen thirty-nine was a year of 
strong recovery in rail earnings. Ag- 
gregate net income after all charges 
(including unpaid interest require- 
ments on defaulted bonds) is esti- 
mated at $95 million, against a net 
loss of $122 million in 1938. Earn- 
ings in the last quarter were generally 
at a much higher rate than that of the 
year taken as a whole. A number of 


roads, particularly industrial carriers,’ 


made up deficits accumulated in the 
earlier months and ended the year 
with a good net profit. For instance, 
the New York Central, which re- 
ported a net income of $4.5 million for 
the full year 1939, showed net earn- 
ings of $1.9 million for November 
and $4.1 million for December. The 
latter figure reflects the receipt of a 
large amount of non-operating income 
in the final month as well as the bene- 
ficial effects of the generally high 
rate of industrial activity in the road’s 
territory. 

Carloadings of revenue freight thus 
far in 1940 have been showing week- 


ly increases over 1939 ranging from . 


10 to more than 14 per cent. Earn- 
ings for the first quarter will, in gen- 
eral, show good increases over last 
year, despite the recession in some 
important lines of industrial activity 
since the end of 1939. A large part 
of the increase in gross should be 
carried through to net, since large 
sums were expended upon special 
maintenance of way and equipment in 
the latter part of 1939, and further 
exceptional expenditures will not be 
needed unless there should be another 
traffic bulge similar to that of last 
fall. In the last half of the year the 
basis of comparison will be higher, 
and the showing will depend upon 
crop yields, industrial conditions and 
other factors which are not pre- 
dictable at this time. At all events, 
a good start has been made, and in 
the absence of any prolonged business 
depression, the trend of profits for 
the majority of the railroads will con- 
tinue the somewhat irregular but none 
the less impressive advance which 
has been in progress since the low 
point of 1938. 

Other potential developments which 
could contribute to the record of 1940 
as an eventful year for the railroads 
include the probable enactment of im- 
portant rail legislation during the 
present session of Congress. (See 
IW, February 14, page 6.) Aids to 
consolidation and the elimination of 
some of the inequities of government 
regulation of railroads and their com- 
petitors, if enacted, would remove 
serious handicaps and provide the 
means for solution of a number of 
the more serious problems which 
have been largely responsible for the 
unpopularity of railroad securities 
with a large section of the investing 
public. 


SEC Has Failed as a Market Stabilizer 


N 1934 the Securities & Exchange 

Commission was organized. One 
of its purposes was assumed to be to 
minimize the peaks and valleys in stock 
market fluctuations. This was expect- 
ed to result from its supervision of the 
issuance and sale of securities, the 
prevention of fraud and deception, 
and the outlawing of manipulation. In 
these latter fields it has done good 
work even though in the zeal of the 
members of the commission some of 
its efforts have been badly misdirec- 
ted, resulting sometimes in more 


harm than good, as in the case of its 
refusal to permit Consumers Power 
to sell a bond issue to raise capital 
for expansion. As a market stabilizer 
it has broken down completely, for in 
the past five and a half years the dips 
and rises in the stock market have 
been even greater than they were pre- 
vious to the coming of the SEC on 
the scene as the watchful cop to see 
that speculators do not run wild. 

It could not halt the precipitate 
decline that followed the President’s 
unfortunate utterances regarding com- 


modity prices being too high in the 
spring of 1937, for instance. In the 
period the SEC has been in existence, 
market graphs show that stock move- 
ments have become even sharper, con- 
sidering the brief time in which most 
of these moves have been completed. 

In place of encouraging invest- 
ment the SEC has had the opposite 
effect, drying it up by constant inter- 
ference with its sound principles, 
until Wall Street has taken on the 
appearance of the deserted village 
which Oliver Goldsmith immortalized. 
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War Orders— 
Important New Earnings Source? 


HE British-French purchasing 

commission in the United States 
is studiously avoiding publicity. The 
secrecy which surrounds its opera- 
tions is occasionally broken by news 
of war orders. Reports of definite 
contracts are scattered and fragmen- 
tary; unconfirmed rumors of sub- 
stantial placements circulate from 
time to time. This atmosphere tends 
to create the suspicion that war busi- 
ness actually placed and under nego- 
tiation is attaining a much larger vol- 
ume than anyone in an official posi- 
tion will admit, and is naturally con- 
ducive to speculation in the stocks of 
the presumptive beneficiaries. A 
somewhat similar situation prevails 
with respect to actual and conjec- 
tural business arising from the U. S. 
Government’s armament program. 


Picture Clarified 


Segregating the established facts 
from the profusion of rumors, it is 
possible to clarify the picture to some 
extent, although a reliable estimate of 
aggregate war business and domestic 
arms procurement in 1940 is not 
feasible at this time. In the first 
place, there is no question that most 
aircraft manufacturers and many ma- 
chine tool companies and shipyards 
are faced with a volume of business 
which is restricted only by their pro- 
ductive capacity. Then there are im- 
portant collateral beneficiaries of the 
aircraft boom, notably certain motor 
accessory companies supplying air- 
plane parts (FW, Feb. 7). Foreign 
and domestic military orders are the 
predominant influence for the air- 
crafts and a very important earnings 
factor for the other industries in this 
group. 

A second classification consists of 
large industries with many interests 


Activity in low priced stocks indicates 
speculation on the possibility of large 
war orders. But relatively few companies 


have assurance of large earnings gains. 


ard diversified outlets: steels, chemi- 
cals, metals and others. In _ these 
groups there is definite evidence of a 
substantial amount of new business 
arising directly or indirectly from the 
war. The large steel companies will 
participate in the naval armament 
program; export business in semi- 
finished steel with the belligerents is 
reported to be increasing. France 
has placed heavy orders for copper 
with mining companies owning large 
South American properties. Atlas 
Powder has completed a new unit for 
manufacturing TNT ; orders from the 
U. S. Ordnance Department and 
others will absorb the capacity output 
of this plant through 1940. The fact 
that the British purchasing commis- 
sion had placed substantial orders 
with this company was first revealed 
a short time ago through a Treasury 
ruling on the tax status of funds ad- 
vanced by the British to cover plant 
extensions. In such cases, the new 
earnings factors are not negligible, 
but there is as yet no indication that 
they will bulk sufficiently large to be 
a major determinant of 1940 net per 
share for big industrial concerns 
which normally depend largely or ex- 
clusively on non-military business. 
With the exception of Atlas Pow- 
der, which advanced briskly on the 
news of the British contract, there 
has been little evidence of any mar- 
ket activity in this interesting second 
group based upon pros- 
pective earnings from 
armament business. Most 
of the stocks in this 
classification sell in the 
medium to high price 
ranges, and are not as 
readily affected by un- 
substantiated reports of 
new earnings sources as 
are low priced shares. 


Among the lower priced stocks 
selling from $1 to $20 a share, how- 
ever, there have been frequent evi- 
dences of speculative buying based 
upon either sheer conjecture or 
limited information indicating. possi- 
bilities of war profits. The favorite 
candidates in this group are a number 
of concerns identified with the auto- 
mobile and rail equipment industries. 
The argument in favor of these highly 
speculative equities runs along these 
lines: Large excess plant capacities 
are available; rail equipment and 
small automobile companies converted 
a large part of their facilities to the 
production of war implements during 
the World War and reaped large 
profits from this business. The 
limitations of available plant capacity 
in the established war industries, 
notably aviation, will force an over- 
flow of business, or at least encourage 
the leasing or purchase of idle plants. 


Other Beneficiaries 


In some specific cases this argu- 
ment is well founded (as was pointed 
out in the article in the February 7 
issue). But when applied to some 
of the very low priced stocks which 
have shown occasional bursts of 
speculative activity, it seems some- 
what far fetched unless one is willing 
to gamble on a very long war with 
eventual participation by the United 
States. Many “educa- 
tional orders” have been 
placed with small manu- 
facturers by the U. S. 
War Department. These 
far sighted preparations 
against the possibility of 
industrial mobilization of 
this country will produce 
no significant profits, 
unless the United States 
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should become a belligerent. Willys- 
Overland affords a more or less 
typical illustration. This small auto- 
mobile manufacturer has established a 
department for the production of 75- 
millimeter shell casings at the request 
of the U. S. Ordnance Department, 
but the president of the company has 
pointed out that these facilities will 
not be used to any considerable extent 
unless the United States should be 
drawn into the war. 


Rail Equipments 


Among the rail equipments, Bald- 
win Locomotive has been the specula- 
tive favorite because of the armament 
producing facilities of Midvale Com- 
pany and other subsidiaries. Mid- 
vale has accumulated a large backlog 
of orders, including business in gun 
forgings and projectiles and will show 
very substantial profits. But this is 
offset by the low volume of locomo- 
tive business of the parent company, 
and consolidated earnings are not 
likely to be impressive. 

There have been a few other scat- 
tered instances of important orders 
received from either the U. S. War 
Department or foreign sources by 
companies which have shown decided- 


—Trinity Court ‘ 
“Improvement Ahead” 


So says Ernest T. Weir, - 
chairman of National Steel: 


“In view of the export 
business coming to the steel 
companies in this country, we 
should be able‘to count on an 
average steel rate of between 
60 and 70 per cent of ca- 
{ pacity between now and the 
end of June. However, there 
should be improvement in 
March, with more favorable 
weather conditions, and with 
export demand continuing on 
a good scale.” 


ly unsatisfactory earnings in recent 
years. Last October, Martin-Parry 
obtained British Government orders 
for gun carriages amounting to $1.3 
million. The stock has become one of 
the low priced speculative favorites, 
but in a situation of this sort, it is 
difficult to foresee how extensive or 
lasting will be the benefits of war 
business. 


War Babies? 


Speculations of this type involve 
large risks, and purchases of “penny 
stocks” on conjectural war order po- 
tentialities must be considered an 
even greater gamble. In view of the 
numerous uncertainties, including the 
possibility of a sudden peace, the risk 
factor even in the shares of companies 
which already have large war orders 
in hand is formidable enough to sug- 
gest that any commitments should be 
kept within moderate limits. For the 
large majority. of investors, equities 
of companies in a position to benefit 
from expansion of either war or 
peacetime activity (groups of stocks 
having these attributes have been pre- 
sented in THE FINanctaL Wortp 
during the past several months) are 
obviously preferable. 


Philadelphia Company’s Plan Approved 


HREE steps have been proposed 
by the Philadelphia Company, 
preliminary to refinancing its $60 mil- 
lion bonds, and have been approved 
by the SEC. These steps are: (1) 
creation of $23 million capital surplus 
to absorb losses on investments in 
Pittsburgh Railways; (2) setting 
aside $2.5 million earned surplus, at 
the rate of $500,000 a year, from com- 
mon stock earnings to safeguard the 
dividend status of the preferred 
stocks; and (3) change in voting 
rights of the preferred stocks. The 
Commission, however, went beyond 
mere perfunctory approval and pro- 
ceeded to outline certain additional 
steps which might become necessary 
for the company to follow. These ad- 
ditional steps are proposed as a fur- 
ther protection for the continuance 
of preferred and common dividend 
payments during all contingencies. 
The further adjustments that the 


Action may fore- 
shadow a tolerant pol- 
icy in dealing with 
public utility holding 
companies that have 
adequate “earned 
surplus”. 


company should consider, according 
to the SEC, include (1) satisfactory 
refunding of the $60 million 5s; or 
(2) sale of all or part of the com- 
mon stock of Duquesne Light to re- 
alize the profit claimed by Philadel- 
phia Company; (3) or any other 
financial adjustments that will in- 
crease reserves. As a matter of fact, 
if the new financing includes securi- 
ties convertible into Duquesne Light 


common stock, as has been reported, 
the ultimate exercise of such conver- 
sion rights would automatically in- 
crease the profits reserve for Phila- 
delphia in addition to the recurring 
saving in fixed charges. 

With the regulatory authorities ex- 
pressing approval, the stage has been 
prepared for carrying through the re- 
financing program. This program 
should result in substantial improve- 
ment in the financial status of Phila- 
delphia Company preferred stocks and 
increase the earning power of the 
common stock, thus benefiting Stand- 
ard Gas & Electric. The longer term 
outlook, of course, depends upon the 
course of general business conditions. 
The tolerant and helpful attitude 
taken by the SEC in this instance 
gives rise to hopes of a similar policy 


‘in administering the penalty pro- 


visions and discretionary sections of 
the Utility Holding Company Act. 
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ive Stocks 
With Good 
rowth Prospects 


Earnings are responsive to general business cycle 
changes, but secular growth factors have already 
carried profits above 1929 levels. 


HESE five companies have sev- 

eral things in common. In the 
first place, in one or more recent years 
earnings of all five have surpassed 
the 1929 peaks. In the second place, 
all are facing further growth during 
the years ahead inasmuch as _ their 
products are experiencing a secular 
increase in demand, and promise to 
continue to do so for some time to 
come, All issues obviously have a 
varying degree of speculative risk, but 
in periods of more normal markets 
than we have been witnessing in re- 


cent months their performance should: 


prove quite satisfactory. 


American Cyanamid “B”: This 
company has followed a consistently 
iorward-looking policy for years: de- 
velopment of new processes through 
systematic research ; use of substantial 
depreciation charges to keep plant ef- 
ficient ; retention of a good portion of 
each year’s earnings to reinvest in 
the business ; and acquisition of addi- 
tional properties. It has evolved into 
a well-rounded chemical company, 
whose products are widely used in 
mining, agriculture, textiles and gen- 


eral industry (and whose anti-toxins, 
serums, vaccines explosives 
should find an urgent demand in time 
of war). The new method for pro- 
ducing dicyandiamide is promising, 
as this product may become as im- 
portant in organic synthesis as alcohol 
and benzol. Dividends have been 
paid on the Class B stock every year 
since 1923, except 1931-1932. (Only 
difference between class A and class 
>is that latter has no voting power. ) 


Celanese: The secular trend of 
consumption of cellulose acetate 
yarns and fabrics, of which Cela- 
nese is a leading producer, is strongly 
upward, and the company has spent 
over $20 million for expansion of pro- 
duction facilities since 1930. Earnings 
have been largely ploughed back into 
the properties, and although this policy 
has resulted in meagre dividend re- 
turns to stockholders, it should pro- 
vide the basis for further important 
earnings growth in coming years to- 
gether with dividend payments more 
in line with operating results. A con- 
trolling interest in Celluloid Corpora- 
tion so far has been unprofitable, but 


Five Stocks for Good Growth 


— Earnings per Common Share— Recent 1939 

Stock : 93 38 1937 1933 Price Dividends 
American Cyanamid B...... *$2.00 $1.04 $2.14 $0.14 34 §$0.60 
3.353 0,26 2.04 3.32 29 0.50 
National Gypsum .......... 70.95 0.49 0.33 0.15 11 0.25 
Sutherland Paper .......... 2.52 2.03 2.80 1.07 29 1.30 
United Aircraft 2.12 1.52 £0.21 48 2.00 


*Estimated, and including equity in Southern Alkali for 1937-9. +Estimated. #See 


text. 1935. 


§Plus $1 in preferred stock. 


this enterprise also has longer term 
possibilities in light of the increasing 
use of plastics. 


National Gypsum: Retinancing 
operations and readjustments of capi- 
tal by this company have been so fre- 
quent that earnings comparisons are 
distorted. Acquisitions of additional 
properties in 1933-4-5-6, 1938 and 
1939 also render it difficult to meas- 
ure the company’s “normal” earn- 
ings expectancy. Nevertheless, as a 
result of this aggressive expansion, 
National Gypsum has evolved into a 
major factor in the manufacture and 
sale of building supplies, particularly 
plaster and wallboard, and seems now 
to be rapidly entering a substantial 
earnings stride. 


Sutherland Paper: This com- 
pany is progressive, financially strong, 
and its products are widely used. 
There is no funded debt or preferred 
stock. Paraffine containers, which 
Sutherland manufactures, are pri- 
marily used for packaging and serving 
food products. The dairy and pack- 
ing companies are large customers. 
The company’s growth potentiality is 
found-in the fact that the manage- 
ment is constantly developing new 
uses for Sutherland’s products, and 
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various industries themselves are 
turning more and more to the use of 
paperboard containers. This is a 
trend that can be expected to carry 
further, with commensurate effect on 
earnings over the longer term. 


United Aircraft: A part of the 
former United Aircraft & Transport, 
this company was formed in 1934 and 


is built around the Pratt & Whitney 
Aircraft Division, the largest income 
producer. United Aircraft has an 
outstanding position in the industry. 
While the trend of current world 
events stresses the production of 
military and naval aircraft and en- 
gines, yet the strong upward trend 
in commercial aircraft requirements 
cannot be overlooked, and it is this 


that gives the shares their longer 
term appeal. The company has no 
bonds or preferred stock. Unfilled 
orders were estimated at $125 mil- 
lion on December 1, 1939. Earnings 
for the year have not yet been re- 
ported, but the company earned $2.18 
for the first nine months compared 
with $1.40 for the similar period of 
1938. 


McCrory Stores Yields 
Over Per Cent 


Earnings of McCrory Stores last year establish- 
ed a new recovery peak. On a sales increase 
of 7.8 per cent, net income rose 26 per cent. 


URING the past four years, 

McCrory Stores has_ scored 
notable gains in sales and earnings, 
with 1939 reaching a peak. Although 
the 1936 reorganization set the stage 
for better operating results, manage- 
ment efforts to increase efficiency 
have played an important part. Elimi- 
nation of unprofitable stores, closer 
control of operating expenses and 
concentration on efficiency have lifted 
per store sales to the best level in 
the history of the company (includ- 
ing its predecessor). Sixth largest of 
the variety chain group, McCrory op- 
erates 200 stores in the mid-Atlantic, 
southern and mid-western states, sell- 
ing merchandise in the 5-and-10 cent 
range, although some stores carry 
goods up to $1. Approximately half 
of the stores operated are located in 
Pennsylvania and adjacent states with 
the next largest number, 35, in 
Florida. 


Operating Efficiency 


Reflecting in large part higher con- 
sumer purchasing power last year, 
sales increased 7.8 per cent over the 
previous year. But improved op- 


erating efficiency helped in translat- 
ing this increase into a 17.5 per cent 
gain in operating profit and a reduc- 
tion in fixed charges resulted in a 
26 per cent jump in net income. On 
a per share basis profits were equiva- 


lent to $1.95 as compared with $1.48 
in the previous year. In 1937, the 
best previous year, net amounted to 
$1.89 per share. Outstanding at the 
close of last year were 990,253 shares 
of common stock, preceded by 50,000 
shares of 6 per cent preferred stock 
(each share convertible into two 
shares of common). Funded debt 
consisted of $2.9 million of debenture 
5s due 1951, the latter having been 
reduced $1 million during the year 


UAL Revises 
Depreciation Rates 


FFECTIVE January 1 United 

Air Lines has revised deprecia- 
tion rates on its 21 passenger Douglas 
DC-3 transports and aircraft engines. 
The rate is now being projected on 
a five-year, instead of a four-year, 
basis and the depreciation period for 
engines is being extended from 4,000 
to 6,000 hours. It is estimated that 
the revision will reduce the charge 
against 1940 income by approximately 
$164,000, or roughly 11 cents a share. 
This change is in line with the com- 
pany’s policy of reviewing, from time 
to time, rates of depreciation charged 
and of adjusting them “when experi- 
ence indicates that such a course is 
in the interest of sound accounting 
practice.” 


through sinking fund operations. 
Mortgage and purchase money obliga- 
tions amounted to slightly over $700,- 
000, due serially over the next 17 
years. Sinking fund provides for ap- 
plication of 15 per cent of consoli- 
dated net earnings annually toward 
retirement of outstanding bonds and 
on the basis of present earning power 
all indebtedness should be cleared up 
in less than 10 years. 

Although earnings tend to fluctuate 
to some extent with changes in the 
business cycle, demand for variety 
store merchandise is relatively stable. 
Future expansion possibilities in the 
variety chain field are restricted as 
most good store locations are already 
occupied. But McCrory’s record of 
recent years suggests that manage- 
ment efforts to increase efficiency of 
individual stores and the chain as a 
whole will continue to bear fruit. 


Shares Attractive P 


On the basis of the indicated $1 per 
share annual dividend rate, which is 
amply covered by earnings and bul- 
warked by comfortable finances, the 
stock at current prices of around 16 
affords a yield of 6.3 per cent. Al- 
though the issue still is one of the 
more speculative in the variety chain 
field, it appears to merit consideration 
for both income and moderate en- 
hancement possibilities. 
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—Finfoto 
President Knudsen 
of General Motors 


Points of Difference 


Although dominating the automobile industry, 
General Motors and Chrysler differ in important 
respects, even to the extent of revenue sources. 


—Finfoto 


President Keller 
of Chrysler 


N RELATION to the scope of its 

operations, Chrysler has a con- 
siderably smaller capitalization than 
has General Motors. An indication 
of the difference between the two 
companies in this respect is the fact 
that the former company has less than 
60 per cent as much common stock 
outstanding per dollar of net plant in- 
vestment as has the latter. Chrysler’s 
earnings per share therefore show 
much larger cyclical fluctuations and 
its stock is correspondingly more 
volatile than is that of its larger com- 
petitor. It would accordingly be en- 
tirely logical to find Chrysler selling 
at a significant premium during 
periods of prosperity for the motor 


industry such as 1929, 1936, 1937 


and the present time, and such has 
been the case. It would also be quite 
according to expectations to find the 
stock declining further than General 
Motors during the dark days of 1932; 
this was also the case. 


Price Differences 


But Chrysler sold materially higher 
than did Motors in 1933 and 1938, 
which were certainly not years of ex- 
ceptional earning power for auto- 
mobile manufacturers. In both of 
these years, however, common share 
earnings of Chrysler were larger than 
those of General Motors. The ex- 
planation for this showing lies in the 
phenomenal gain in trade status regis- 
tered by Chrysler during the early 
depression years. In 1929 this com- 
pany accounted for less than nine per 
cent of total domestic passenger car 
registrations, against almost 33 per 
cent for Motors. By 1933 total out- 
put had fallen greatly; but Motors, 
though it produced less than half as 
many cars as in 1929, had increased 
its share of the available market to 


43 per cent. Chrysler made an even 
more impressive performance ; due to 
aggressive marketing of its low-priced 
Plymouth line, this company actually 
sold more cars in 1933 than in 1929, 
and was responsible for almost 26 
per cent of the total registrations for 
the country. 

Both units have retained their posi- 
tions since that time, their output 
fluctuating with the total production 
from year to year. But Motors’ gain 
in competitive position during the de- 
pression was not sufficiently large to 
offset the reduction in unit margins 
resulting from higher wages, taxes 
and material costs; in its best post- 
depression year the company failed by 
a considerable margin to equal its 
1928 earnings despite the fact that its 
automobile sales were about an 
eighth larger in the later year. 
Chrysler, on the other hand, bettered 
its most favorable operating results of 
the previous decade as early as 1935, 
more than doubled them in 1936 and 
exceeded them by more than 60 per 
cent in 1937. 

A study of the motor industry 
made last year by the Federal Trade 
Commission made available much in- 
formation never before published. 
This report discloses that Chrysler’s 
profit margins per car were materially 
below those of its competitor through 
1934, but were larger during each of 
the next three years (which is as far 
as the study was carried) despite the 
fact that dollar sales per car were 
somewhat smaller. This was un- 
doubtedly due to the greater relative 
importance from 1935 through 1937 
of Dodge and Plymouth cars, which 
are lower priced than Chryslers or 
De Sotos but provide larger unit 
profit margins. The Trade Commis- 
sion’s study contradicted the previ- 
ously held belief that Motors’ unit 


9 


margins were wider than those of 
Chrysler. 

This misapprehension had arisen 
because of a general failure to ap- 
preciate how important are the -non- 
automotive activities of General Mo- 
tors. The Commission’s report threw 
light on this subject also. It showed 
that in 1929 the company derived 
about 65 per cent of its profits from 
automobile production, 21 per cent 
from manufacture of parts and acces- 
sories for sale to others and the re- 
maining 14 per cent from “other” ac- 
tivities. The latter category had 
doubled in relative importance by 
1937, and a slight increase (to 23 
per cent of the total) in the share of 
earnings arising from sale of parts 
and accessuries left only 49 per cent 
to be contributed by strictly automo- 
tive business. Chrysler, on the other 
hand, derived 82 per cent of its 1929 
profits from automobile output and 
increased this proportion to 88 per 
cent in 1937. 


Which Stock? 


A comparison of Chrysler with 
General Motors is thus a comparison 
of an enterprise which is almost ex- 
clusively an automobile producer with 
one deriving about a fourth of its in- 
come from such unrelated lines as 
refrigerators, Diesel engines and air 
conditioning apparatus. The outlook 
for these latter divisions must there- 
fore be appraised in order to) strike a 
balance between the speculative at- 
traction and market prices of the 
two stocks. It is nevertheless still 
true that General Motors appeals pri- 
marily to those desiring a fairly con- 
servative business cycle issue, while 
those chiefly interested in price en- 
hancement are justified in according 
preference to Chrysler. 
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and O On Listed Stocks 


Ratings are from THe FINANCIAL WorLD 
Independent Appraisals of Listed Stocks. 
Refer to individual Stock Factographs for 
further vital information and statistical data. 


AMONG THE BULLS AND BEARS 


“Also FW” refers to the last previous 
item in the magazine. Opinions are based 
on data regarded as reliable, but no re- 
sponsibility is assumed for their accuracy. 


Prices Are as of the Closing, Wednesday, February 14, 1940 


American Car & Foundry C 

Cyclical potentialities warrant re- 
tention of shares, recently quoted at 
26. Company's status as a manufac- 
turer of streamlined trains was high- 
lighted recently, when formal delivery 
of the “Eagle” was effected to the 
Missouri Pacific Railroad. Caonsist- 
ing of six light-weight cars, and em- 
bodying many new features, the 
“Eagle” is the Mid-West’s most 
luxurious passenger train; a com- 
panion train will be delivered within 
the near ijuture. Meanwhile, Ameri- 
can Car & Foundry is doing very 
well with its most important activity 
—the manufacture of freight cars. 
An outstanding item here is a light- 
weight car which weighs 20 per cent 
less than those now in use. (Also 
FW, Dec. 20, °39.) 


American Radiator C+ 

Now around 9, shares have at 
least average speculative appeal at 
this time and retention is warranted 
(paid 30 cents in 1939). Reports are 
that the recent extended period of 
very cold weather has proved to be 
something of a windfall for this com- 
pany. For one thing, there has been 
a marked increase in orders from 
areas which were unprepared for low 
temperatures. This was particularly 
true in the South, where plumbing 
stocks in the hands of dealers and job- 
bers underwent rapid depletion. So 
far this’ year, American Radiator’s 
sales are running about 15 per cent 
above like 1939 levels. 


Atlas Powder B 

Though not on the statistical bar- 
gain counter at current levels of 
about 72, shares do not seem to have 
exhausted their possibilities for fur- 
ther price appreciation (paid $3 in 
1939). This is one of the companies 
that has found the European War a 
very tangible source of new business. 


A short time ago, for example, it was 
announced that the British Govern- 
ment had advanced money to Atlas 
for the construction of an explosives 
plant whose total output would be 
consigned to the Allied armies. The 
plant, which will be built in the 
United States, is expected to be com- 
pleted within six months. (Also FW, 
Jan. 3.) 


Clark Equipment B 

Retention of shares is warranted as 
a long term speculation; approx. 
price, 35, (paid $2.25 in 1939). Re- 
flecting the swift upturn of indus- 
trial activity, Clark Equipment’s net 
last year was probably larger than 
for any year since 1929 and the third 
largest in company liistory. Despite 
some falling off of the general busi- 
ness momentum, demand for com- 
pany’s products has held up very well 
and estimates are that first half earn- 
ings will approximate $2 per share. 
Clark is presently engaged in an ag- 
gressive research program and has 
brought forth some new lines hold- 


ing considerable promise. (Also 
FW, Nov. 8, ’39.) 
Commercial Credit B+ 


Operating record and intermediate 
range prospects justify retention of 
shares in diversified portfolios; ap- 
prox. price, 47 (ann. div., $4; yield, 
8.5%). In line with expectations, 
1939 results did not equal those of 


Rating Changes 


Subscribers should revise ratings 
according to the following changes 
in order to bring their FINANCIAL 
Appraisal ratings up to date. 


Archer-Daniels-Midland ..C+toB 


, Chicago Fiexible Shaft...B to B+ 

) Woolworth (F. W.)...... B to B+ 
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- for representation in 


the previous year but the annual divi- 
dend was just covered. Reasons for 
the decline in net to $4.01 per share, 
from $4.60, were: (1) generally 
lower financing rates; (2) the smaller 
average amount of cash employed: 
and (3) the Chrysler strike. In a 
move to diversify and expand opera- 
tions, company is now in process of 
organizing several industrial banks 
and small loan companies. These wil] 


be used to make loans directly to in-, 


dividuals on their automobiles. 


Helme (George W.) B+ 

Principal attraction of shares is 
their income possibilities; approx. 
price, 109 (ann. div., $5 plus ext.; 
yield on $7 paid last year, 6.4% ). In 
1939, company reversed the general 
downtrend of recent years by report- 
ing an increase in net to the equivalent 
of $5.96 per share, from $5.84 in 
1938. Prospects are that snuff con- 
sumption will continue its relatively 
stable trend and that current year’s 
earnings will be well maintained. 
This is especially likely in view of the 
South’s industrialization movement. 


Lorillard C+ 

At ‘prevailing levels, around 24, 
shares constitute a suitable mediuni 
the tobacco 
group (yield on $1.40 paid last year, 
5.8%). By reporting a per share 
net of $1.69 last year, compared with 
$1.78 in 1938, company did pretty 
much as expected. In view of the 
fact that sales of “Old Gold” are be- 
ing sustained and that “Sensation” 
volume is growing, there is a good 
chance that results in the current year 
will approach the $2-per-share-mark. 
Since finances are strong, the liberal 
dividend policy should be continued. 


(Also FW, Feb. 7.) 


Minneapolis-Honeywell B 
Liberal times-earnings ratios at 
which shares charactertstically seli 
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are largely justified by longer range 
potentialities; retention is warranted. 
Approx. price, 50 (indicated ann. 
div., $2). According to most pre- 
dictions, only a moderate increase in 
residential building will be seen this 
yvear—thus bringing only moderate 
demand for temperature devices. 
However, rising consumer incomes 
should have favorable effects on the 
sale of oil burner and stoker systems 
to replace hand-firing. Besides, in- 
dustrial sales should rise considerably. 


\fohawk Carpet C+ 

While obviously speculative, exist- 
ug holdings of shares may be re- 
tained in well diversified lists; approx. 
price, 18 (paid 75 cents in 1939). 
Illustrating the essentially volatile 
nature of operations, company earned 
$3.25 a share last year, compared with 
a loss of $2.72 in 1938. Interesting 
is the fact that Mohawk adopted the 
“last-in, first-out” method of inven- 
tory valuation beginning with Janu- 
ary 1, 1939. This represents a rela- 
tively more conservative policy than 
iormerly ; if not used, earnings would 
have been some 10 per cent larger. 
As it turned out, however, 1939 re- 


sult was the best in more than ten 
vears. (Also FW, Aug. 23, ’39.) 


\lunsingwear C 

Present positions in shares may be 
retained, purely as a speculation; ap- 
prox. price, 13 (declared 25 cents so 
jar this year). Although some quar- 
ters had been predicting a deficit for 
this unit in 1939, there was an actual 
profit equivalent to 29 cents a share. 
Munsingwear is a leading manufac- 
turer of hosiery, underwear and 
ioundation garments. Like other com- 
panies in the field, this enterprise 
iaces considerable competition—a fac- 
tor which tends to restrict profit mar- 
gins. During periods of sustained pur- 
chasing power, however, Munsing- 
wear is capable of reporting a good 
level of earnings. 


Flintkote Expands 


in South 


HANKS to The Flintkote Com- 

pany, the South has just drawn 
another industrial plum. Last week, 
Flintkote’s President Harvey  an- 
nounced final approval of an expan- 
sion plan entailing the construction 
of a modern $2 million factory at 
Meridian (Miss.). The plant, which 
will be one of the most up-to-date 
structures of its kind in the industry, 
is located in the heart of 1 million 
acres of Southern pine. Normally 
employing about 300 men—exclusive 
of timber-cutting crews and foresters 
—the plant will have a production 
capacity of 65 million square feet of 
insulation board products annually. 
Delivery of finished production is ex- 
pected to begin early in 1941. 


National Lead B 

Stock, now around 20, represents 
one of the more attractive situations 
in the cyclical group (ann. div., 50 
cents; paid 37% cents extra in 1939). 
Despite the setting up of heavy re- 
serves and the absorption of large 
non-recurring charge-offs, National 
Lead increased per share net to $1.23 
in 1939, compared with 75 cents in 
the previous year. Company en- 
joyed its best period last year dur- 
ing the last six months. And al- 
though business started to decline in 
December, it has managed to remain 


well ahead of year-ago levels. (Also 
FW, Dec. 13, ’39.) 


Southern California Edison B+ 

Income and longer range apprecia- 
tion possibilities warrant purchase of 
shares, now around 29 (yield on 
$1.75 paid last year, 6%). One of 
the factors behind this system’s prog- 
ress in 1939 was the rather heavy 


building construction program in 
southern California, which was con- 
centrated residential structures. 
As things now stand, it appears that 
this activity will continue at a good 
rate. Meanwhile, some sources are 
placing last year’s results at the 
equivalent of $2.35 to $2.45 per share. 
This would compare with $2.12 a 
year previous and represent the best 
showing since 1936. (Also FW, 
Jan. 10.) 


Sterling Products B+ 

Income and further price apprecia- 
tion possibilities justify purchase of 
shares, now around 78 (ann. div., 
$3.80; yield, 4.8% ). Reflecting con- 
tinued investment demand over the 
past few months, Sterling Products’ 
shares are currently selling at their 
best levels of the past several years. 
Following a well sustained final quar- 
ter, estimates are that 1939 net ap- 
proximated $5.25 a share, which 
would compare with $5.10 shown in 
the preceding year. This would be 
in the face of an increase in shares 
outstanding as compared with 1938. 
Since financial position is strong, an 


extra dividend is well within the 
realm of possbility. 
Westinghouse Electric A 


Important industry position and 
cyclical prospects warrant retention 
of shares, recently quoted at 113 
(paid $3.50 last year). It is under- 
stood that new business booked so 
far in the current year has recovered 
sharply from the let-down experi- 
enced during the final months of 1939. 
January orders are believed to have 
been at the highest level since April. 
1937—a period when electrical equip- 
ment demand was running at record 
levels. It is interesting to note, at 
the present time, that Westinghouse 
is considering a more vigorous entry 
into the manufacture of aviation 
equipment. (Also FW, Nov. 1, 739.) 


Weekly Trends in Four Basic Industries 
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Rich Men 
Who Give 


The recent death of Edward 
Stephen Harkness recalls a period 
in our development that furnishes a 
golden page to American history. 
He gave generously of his fortune, 
and the things which added to the 
happiness of his fellow men and his 
charities had the virtue of perpetua- 
ting themselves. Harkness made a 
business of philanthrophy. He per- 
sonally saw to it that every dollar he 
bestowed was fully employed in use- 
ful purposes. He had inherited a for- 
tune in excess of $125 million, and 
it is reported that he gave away $100 
million outside of his unrecorded 
gifts. Unfortunately, gone are the 
glorious days when honest wealth 
was highly regarded, instead of in- 
curring the wrath of misguided crack- 
pots, for usually it was put to good 
purpose. 

Men like the Rockefellers, Car- 
negie, Mellon, Rosenwald and others 
considered themselves trustees of 
their wealth to be used to establish 
scientific foundations, libraries, aid in 
cultural education, set up homes for 
the weak, infirmed and the aged and 
for other similar humanitarian objects. 
They were the real and useful dis- 
tributors of wealth, and generation 
after generation will participate in it. 

But they belong to a past age. Now 
the theory of redistribution of wealth 
is to take it away and spend it reck- 
lessly like drops of water on sterile 
soil, where it evaporates. The time 
will come when the nation will crave 
to see again the period that could 
bring back to life the generous heart 
which Harkness and those other well 
known munificent givers so well ex- 
emplified. 


Reduce 
‘Stock Taxes 


When taxes approach the point of 
diminishing returns they become an 
obstruction in the road of progress. 


Evidence of such blight is making 
itself apparent in various forms. An 
outstanding instance is the manner 
in which high imposts have affected 
the volume of stock sales in the State 
of New York. 

In 1939 the total volume of trans- 


actions fell to 262,015,799 shares, 
the lowest since 1923. They were only 
slightly larger in the year 1938. While 
it can be conceded that other condi- 
tions aided in this contraction, this 
does not obviate the conclusion that 
these high taxes contributed a very 
important share. 

The present-day investor selling 
a hundred shares of stock must pay 
$3 to the State, if they sell for less 
than $20 a share, and if above $20 
the levy is $4—in addition to which 
he must pay the Federal Government 
another $4 or $5, bringing the total 
to anywhere from $7 to $9. 

This is not conducive to active 
trading and it is one of the reasons 
that the volume on the Exchange has 
dried up to where a daily turnover 
of more than a million shares is 
viewed now as a phenomenon. Gov- 
ernor Lehman, himself raised as a 
banker, must realize how this dearth 
in the stock market has dried up the 
revenues of the State. Normal mar- 
kets of around a million shares a 
day—which would be encouraged if 
the tax on transactions were reduced 
—would provide the $15 million ad- 
ditional revenues needed to meet the 
state’s budget without having to re- 
sort to the proposed increase in per- 
sonal income taxes. Likewise a more 
reasonable Federal Tax would in- 
crease revenues instead of diminish- 
ing them. 
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Bankers Hot 
Under the Collar 


Until now, investment bankers in- 
dependently and through their na- 
tional organizations have shown a 
sincere disposition to cooperate close- 
ly with the SEC despite several need- 
less irritants embodied in the statute 
under which the Commission func- 
tions. They have not complained 
about the unnecessarily large expense 
involved in registering new security 
issues, or the imposition of the dan- 
gerous time limit that must elapse 
between filing the issue and publicly 
offering it to investors. But of late, 
bankers have grown hot under the 
collar over the repeated attempts of 
the members of the Commission to 
read into the law authority they con- 
tend does not exist, and they regard 
it as an unwarranted invasion of pri- 
vate business. In this connection the 
bankers look upon the Commission's 
attitude on competitive bidding as 
rather inconsistent. 

Allan M. Pope of the First Boston 
Corporation, and former president of 
the Investment Bankers Association, 
probably speaks for the majority of 
the bankers, and he lets go with both 
fists in attacking the SEC on its 
stand. He even goes so far as to de- 
clare it has reversed itself, for sev- 
eral years ago at a conference, the 
commissioners were unanimous in 
their opinion that investors should be 
given the lowest possible prices in 
security offerings. Now it holds that 
through competitive bidding the cor- 
poration should be placed in a posi- 
tion where it can get the highest price. 
Pope claims that in effect this 1s a 
policy of “the public be damned.” 

While we are not of the opinion 
that in certain cases competitive bid- 
ding is harmful, that is beside the 
point. The important thing is the in- 
creasing spirit shown by bankers now 
to fight back when they think their 
rights are invaded. Such high spirit 
can succeed in putting the brakes on 
the SEC when it feels its oats and 
strays afield. 
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Power Problems 
the 
Columbia Valley 


HE development of the water 

power sources of the Columbia 
River is the largest hydro project 
in the country. While TVA may 
have an ultimate installed capacity of 
1,742,000 k.w., it is proposed to de- 
velop some 2,448,000 k.w. from the 
Columbia River at the Bonneville and 
Grand Coulee projects alone. Sev- 
eral other dam sites have been se- 
lected as feasible by War Department 
engineers, and a grand total of some 
8 million k.w. is claimed to be pussible 
with full development. 


Location of Dams 


The Bonneville dam is located 
about 42 miles east of Portland, Ore., 
while Grand Coulee is about 70 miles 


west of Spokane, Wash. The two 


dams are connected. Bonneville has 
a separate Administrator, but both 
projects are subject to the Depart- 
ment of Interior. Under the Act 
(signed in August, 1937) establishing 
Bonneville as an individual project, 
at least 50 per cent of Bonneville 
power must be available for sale to 
public bodies and cooperatives until 
January 1, 1941, but temporarily it 
may be disposed of otherwise. Sub- 
ject to this provision, the Adminis- 
trator is empowered to make contracts 
running from one to twenty years for 
the sale of power at “site” or “trans- 
mission” rates to private utilities, co- 
operatives and public bodies. Con- 
tracts for “site power” are limited to 
20 per cent of the installed capacity. 
Rates are subject to the approval of 
the Federal Power Commission. 
Two Bonneville units of 86,000 
k.w. were completed in 1938, and a 
total of 190,400 k.w. are scheduled 
to be in operation during 1941. Con- 
struction of the balance of 313,600 
k.w., to complete the ultimate capacity 
of 504,000 k.w. for Bonneville (sched- 
uled for completion by 1944), will 


KEY: 


apparently require special appropria- 
tions from Congress. The _ initial 
340,000 k.w. installed capacity of 
Grand Coulee is scheduled for opera- 
tion during 1942. 

There is one feature of Bonneville 
that stands out in contrast with 
Boulder Dam. Transmission lines to 
receive Boulder Dam power were 
built by the cities and companies 
themselves, but Bonneville has the 
power to build its own transmission 
lines or to acquire them by purchase 
and condemnation. However, no 
funds have apparently been author- 
ized for distribution facilities. 

Naturally the large amounts of ad- 
ditional power that will become avail- 
able during the next few years pose 
important questions for the future of 
securities of utilities serving the area. 
There are only four large cities in 
this area—Seattle, Spokane, Tacoma 
and Portland. The total population 
of Washington, Oregon, northern 
Idaho and northwestern Montana can 
hardly absorb this potential output, 
even if the present utility systems 
were scrapped. This territory is 
presently served by five companies 
that have a combined capacity of some 
832,000 k.w: Puget Sound Power & 
Light is controlled by Engineers Pub- 
lic Service. Portland General Elec- 
tric is a subsidiary of Portland Elec- 


Accessible population 
can absorb only a part 
of the planned power 
development in the 
Pacific Northwest. 
Cooperation between 
Government and pub- 
lic utilities would help 
to provide a partial 
solution. 
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@ Federal or State 
Power Project 


= Border of Area Affected 


The Pacific Northwest 


tric Power. Northwestern Electric, 
Pacific Power & Light and Washing- 
ton Water Power are in the American 
Power & Light system. During the 
past seven years these utilities have 
naturally held their expenditures for 
additional capacity to a minfmum. 
Therefore they may be in a position 
to absorb a good part of this potential 
power. 


Rate Questions 


As utility rates in the territory are 
already extremely low, the question 
of rates may not prove to be as im- 
portant in the long run as the ques- 
tion of taxes. Apparently recognizing 
this, the legislatures of Washington 
and Oregon in 1938 and 1939 passed 
measures to regulate and curb exces- 
sive growth of public utility or co- 
operative districts. Taken as a group, 
the utility companies in this area have 
recently made or offered substantial 
rate reductions. Thus, Portland 
General Electric and Northwestern 
Electric jointly offered to reduce 
rates about $1.3 million, effective in 
two steps on January 1 and May 1, 
1940. It therefore appears to be a 
strained judgment on the part of the 
Oregon Hydro Electric Commission, 
when it decided recently that “plans 
for a Portland Public Utility District 
are feasible.” As a result of this de- 
cision a petition is being circulated 
for a vote in the May primary elec- 
tions on the formation of the district. 

This question of “feasibility” is an 
interesting one. Portland General 
Electric last December entered into a 
contract to purchase 20,000 k.w. from 
Bonneville. At the time this was 
widely taken as a sign of coopera- 
tion. Yet the City of Eugene, Ore., 
to which expensive transmission lines 
had been built from Bonneville, re- 
cently announced that it was going 
ahead with plans to build a steam 
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generating plant, as it could produce 
power more cheaply than it could 
buy it from Bonneville. If this is 
true, then likewise the utility com- 
panies should also be able to produce 
power more cheaply than they can 
buy from Bonneville—unless they are 
taxed much more heavily than mu- 
nicipal 01 cooperative systems. but 
in that event, the state and the cities 
will lose the principal taxpayers if the 
utilities are forced out of business by 
Government competition, even though 
ind.rectly. The State of Tennessee has 
quite a problem at the present time of 
maintaining necessary services, with- 
out the benefit of taxes formerly paid 
by the utilities taken over by TVA. 
The Tennessee tax problem has re- 


ceived rather widespread publicity. 

The tremendous excess power that 
is being developed is remote from 
markets large enough to absorb it, as 
transmission beyond 300 miles of the 
plant is impractical under present 
methods. Even this distance is made 
difficult by the topographical prob- 
lems encountered. Some new indus- 
tries will be attracted to the territory, 
but except for aluminum and chemi- 
cal plants that require large quanti- 
ties of power, the question of power 
costs is secondary for most industries 
to other questions, such as markets, 
taxes, labor, and the attitude of the 
community toward business. A policy 
of driving out established business to 
gain hoped-for business would hardly 


appeal to the average businessman. 

Cooperation between the Federal 
Government, the states and the pub- 
lic utilities seems to be the only prac- 
tical solution of this problem. There 
have been some indications that co- 
operation will be favored by the Govy- 
ernment. The principal problems will 
not come up for solution, however, 
until after the general election in No- 
vember. In this connection it is in- 
teresting to point out that the num- 
ber of straws pointing in the direc- 
tion of an increasing conservatism 
throughout the country has been 
steadily growing for several years. 
As the element of time continues to 
run in this direction, the chances for 
a cooperative policy become brighter. 


Attractive Convertible Bonds 


bonds—if of 
good grade and obtainable at 
prices which do not include large 
premiums over parity—provide a 
means for the investor to eat his cake 
and have it too. His position is that 
of a creditor, and not a stockholder. 
Yet with many convertible issues he 
shares to a large extent in any ma- 
terial improvement marketwise in the 
companies’ stocks. Some issues of 
this type, of course, are far out of 
touch with the price of the common 
stock into which they may be con- 
verted. In other words, their con- 
version basis is such as to require a 
many-fold advance in the price of the 
stock before there would be any in- 
centive to convert, or before the price 
of the bond would begin to reflect 
the rise in the stock. Others, be- 
cause of a previous advance in the 
market for the stock, are priced so 


These issues are suit- 
able for numerous in- 
dividuals who have 
special investment 
problems. 


high that purchase would embody a 
large share of the risks of the stock 
itself. 

These four issues, however, are not 
selling at exorbitant premiums, and 
are convertible into stock at prices 
not too far above current levels: 


Liquid Carbonic debenture 4s, 
1947: Although this company’s earn- 
ings fluctuate widely from quarter to 
quarter, according to the seasons, an- 
nual results normally are substantial 
(only depression loss was in 1932), 


Four Convertible Bonds 


*Con- 
ver- 
: sion Recent Prices 
Issue: Conversion Basis Parity Bond Stock 
Liquid Carbonic deb. 4s. 1947........ Convertible into 34 shares of common through 
June 15, 1941; thereafter into 31 shares 
through June 15, 1943; 28 shares through 
June 15, 1945; 25 shares through June 15, 1947 2914 109 17 
Lone Star Gas deb. 3%4s, 1953....... Convertible into 73 shares of common at any 
time before August 1, 1945.................. 1334 109 10 
Wilson & Co. deb. 334s 1947......... Convertible into 76.924 shares of common 


through October 1, 


Youngstown S. & T. deb. 4s, 1948....Convertible into 16 shares of common through 
September 1, 1942; thereafter into 14 shares 
through September 1, 1944, and into 13 shares 


62% 40 


*Based on par for bonds, prices above which common must seli to make conversion attractive 


under conversion privilege now in effect. 


and for the year ended last Septem- 
ber bond interest was covered 10.8 
times. 


Lone Star Gas debenture 3%s, 
1953: Interest charges are regularly 
covered from 4 to 5% times over, 
with a 4.9 times coverage for the nine 
months ended September 30, 1939. 
Although the conversion privilege ex- 
pires eight years before the maturity 
of the bonds, it is unusual in that the 
conversion basis does not change in 
the meantime. 


Wilson & Co. debenture 334s, 
1947: This bond, also, carries a fixed 
conversion basis until its expiration 
in 1946. For the year ended last 
October 28, the company covered 
total interest.requirements better than 
five times over, and even in the previ- 
ous unprofitable year for the meat 
packing industry generally, charges 
were completely earned and a little 
left over. Ranking ahead of the $5.5 
million debentures is an issue of $17.5 
million first 4s of 1955. 


Youngstown Sheet & Tube 
debenture 4s, 1948: $30 million of 
this issue is outstanding, ranking 
after $57 million of Ist 4s of 1961. 
The nature of the company’s business 
makes earnings more erratic than for 
most enterprises, a 2.34 times inter- 
est coverage last year comparing with 
0.90 times for 1938 ; for 1937, charges 
were earned 6.58 times. 
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The Market Outlook 


Probabilities are that the current corrections in industrial maladjust- 
ments will be comparatively quickly completed. Absent for several 
years, a spring trade rise should characterize the second quarter. 


LTHOUGH the general stock market back- 
ground continues to be one of confused 
trends, and despite the fact that price movements 
have largely been inconclusive, on balance the 
picture is encouraging. The corporate earnings 
statements that are now appearing have some- 
what more significance than a mere story of the 
business upturn of the closing 1939 quarter. They 
also reflect the fact that numerous additional 
companies have been able to develop a new high 
in earning power, surpassing even that of 1929. 
This is important, in view of the way in which 
all kinds of costs of doing business have been ad- 
vancing in recent years, and the way the rules 
of the business game have been changed, frequent- 
ly with little or no notice. Thus, under a political 
set-up that was more sympathetic to the problems 
of trade and industry there is little question that 
aggregate corporate earnings could expand much 
further than the levels attained by recent peaks— 
with corresponding benefit to common stock 
prices. (The question of whether or not we are 
to get such a political change is, of course, one 
of the factors adding to the general uncertainty. ) 


HILE the great bulk of the more specu- 

lative issues as well as most of the better 
business cycle stocks have continued to be rela- 
tively neglected marketwise, there has appeared 
some improvement in the demand for securities 
of the higher grades, particularly in the case of 
new offerings. Although, by no means an in- 
fallible rule, such a development has not infre- 
quently foreshadowed a turn in sentiment toward 
the general run of securities—particularly at a 
time when business activity has been declining, 
and has begun to show signs of an approaching 
bottom. The various trade indexes will show an- 
other sharp drop for the current month; but 
there are indications that the March recession, 
if any, should be of comparatively small propor- 


tions and should mark the approximate bottom 
of the present movement. The very rapidity of 
the corrective movement, when considered in 
combination with the manner in which consump- 
tive demand has held up, furnishes good reason 
for expecting the 1940 recession to be short lived. 
As to the extent and duration of the subsequent 
up-turn, it is still too early to attempt any sort 
of measurement. Nevertheless, indications are 
that activity for the second quarter of the year 
will be above the levels of the same period of 
1939, and that corporate earnings as well will 
be higher. After an absence of several years, we 
should again experience the traditional spring 
rise in industrial and trade activity. 


ROM the standpoint of the bondholder, there 

may be significance in the fact that a number 
of large refunding operations are scheduled to 
appear at an early date, involving interest pay- 
ments on the new bonds for a period of several 
months during which the old issues will still be 
outstanding. This suggests that the issuers fear 
an early stiffening in money rates, and are re- 
funding as early as possible in order to take ad- 
vantage of the present high prices for best grade 
bonds. Whether or not an early end to the ab- 
normal bond market conditions is impending, 
holders of high grade bonds should be on their 
guard; the banking figures would appear to imply 
that a turn is not an early probability, although 
eventually of course sharply lower gilt-edge bond 
prices are inevitable. 


MIDDLE course continues to be the best 

policy for the average investor. Good yield- 
ing stocks should constitute the bulk of his hold- 
ings, with purchase of the more speculative types 
of issue postponed until the general situation be- 
comes further clarified —IlVritten February 15; 
Richard J. Anderson. 
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The Trend Things 


Rails: 


The year 1940 appears destined to occupy an 
important place in railroad history. The decade of 
the ‘thirties was characterized by a growing total 
of rail companies in bankruptcy or receivership 
until a third of the country’s total mileage was 
involved ; this year should mark the turning point, 
the trend henceforth being in the direction of 
emergence from reorganization. Two roads have 
already completed most of the steps necessary for 
release from the courts, and others will probably 
follow before the year is over. Important in this 
connection is that the stocks of companies re- 
organized under Section 77 of the Bankruptcy Act 
seem destined to be accorded little if any equity. 
Thus, even the present very low market valuations 
for the large majority of bankruptcy rail shares 
will prove unwarranted when the reorganizations 
are completed. But in the case of the bonds of 
such companies, numerous issues continue to sell 
at levels that do not appear to reflect recovery 
possibilities upon reorganization. One instance 
is furnished by the Missouri Pacific first & re- 
funding 5s; currently selling around 17, this issue 
just now is slated to receive new first mortgage 
bonds, which alone should be worth the equivalent 
of the price of the present issue, plus income bonds 
and stocks. Other examples could be cited. (De- 
3 tails on page 3.) 


Market Opinion: Although speculative oppor- 
tunities appear to exist in a number of bonds of 
roads scheduled for early reorganization, the 
stocks of those roads are likely to disappear com- 
pletely despite the fact that they still command 
some value in the market. 


Steel: 


The decline in the steel industry’s operating rate 
Me slowed up appreciably last week, operations being 
: estimated at 68.8 per cent as against 71.7 per cent 
in the preceding week. That drop of but 2.9 points 
follows consecutive declines of 5.6 points and 49 
| points late in January and early this month. The 
: 1939 peak, established last November, was 94.4 
r: per cent. Although the operating rate does not, 
of course, provide an accurate indication of the 
rate of shipments, it is obvious that by and large 
steel company earnings for the current quarter 
will decline materially from the levels of the clos- 
ing 1939 quarter. (U. S. Steel, for instance, 
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shipped 1.1 million tons in January vs. 1.4 mil- 
lion tons in December.) Nevertheless, if there 
develops a sufficient volume of orders to stabilize 
the operating rate somewhere between 60 and 70 
per cent—as now seems probable—most com- 
panies will still be able to show relatively good 
profits. 


Market Opinion: Steel shares have been dis- 
appointing market performers in recent months; 
but their prevailing prices suggest that any signifi- 
cant improvement in the tone of the general mar- 
ket would find these issues in a position to share 
fully in the gains. 


Fertilizers : 

The fertilizer industry is now coming into its 
season of heaviest sales, with conditions prevail- 
ing in the February-April period largely deter- 
mining the companies’ results for the full year. 
Total sales for the first seven months of the in- 
dustry’s fiscal year (which ends June 30) show 
little change from those of a year ago, although 
each of the past three months has been marked 
by a decline. Just now, prospects are that de- 
mand will decline in some sections (notably 
tobacco, because of low prices) and rise some- 
what in others. On balance, there may be a small 
gain in the total. Sales volume, however, is not 
the industry’s principal worry; most important 
factor is the price structure, which has a habit 
frequently of weakening materially at thé height 
of the selling season. Thus, last year prices were 
cut materially, with the result that earnings 
slumped sharply from the levels of the previous 
year. 


Market Opinion: At best, fertilizer shares 
constitute uncertain cyclical speculations. Rea- 
sonably accurate predictions concerning earnings 
results for the current year will be impossible 
until the selling season is more advanced. 


Refrigerators : 


Early in January Nash-Kelvinator cut refrig- 
erator prices by $30 to $60 a unit. The company 
has concentrated practically all its business in this 
division on the 6 and 8 cubic foot models and 
felt that if it could cbtain a larger share of the 
available business by cutting prices, the larger 
unit sales should more than make up for the lower 


| 
ay 
| 
| 
| 
| 
| 
1) 
| 
| 
| 
: } 
| 
4 | 
| 
| 
| 
= 


unit prices, since operating economies could be 
effected if production was stepped up and selling 
and other overhead costs would of course be re- 
duced. General Electric, Westinghouse and the 
Frigidaire division of General Motors had pre- 
viously announced prices for 1940 which were 
substantially identical with those charged last year. 
But Frigidaire slashed its prices shortly after the 
Kelvinator cut, and the other two companies have 
recently taken similar action. Crosley Corpora- 
tion and Borg-Warner are expected to follow 
suit in the near future. Raw material costs have 
risen, and lower prices will have a decidedly ad- 
verse effect on the smaller units in the industry 
which concentrate their activities in this one line 
of business. The larger units with important 
representation in other fields should not suffer. 


Chain Stores: 


The first twenty-five chain store companies to 
report January sales volumes show an aggregate 
gain of about 12 per cent over the 1939 levels, 
affording another indication of the fact that con- 
sumer demand has continued to hold up relative- 
ly well. Variety chain sales were up about 5 per 
cent for the month, groceries about 6 per cent, 
the two combined mail order and chain store com- 
panies gained 20 per cent, and the one drug com- 
pany so far to report registered a 4 per cent 
improvement. 


Market Opinion: It is evident that most of the 
chain store organizations now have expenses well 
under control, with the result that sales gains are 
being translated commensurately into earnings ex- 
pansion. Shares of well situated companies are 
suitable for income as well as for moderate profit 
possibilities. 


Stock for Income: 


An addition is being made this week to our 
group of Common Stocks for Income on Page IV. 


Best & Company, whose shares are currently 
quoted at around 37, has reported for the year 
ended January 31, reflecting exceptionally good 
results for the latter half of that year. Earnings 
for the twelve months amounted to $3.42 per 
share, against $3.35 for the previous fiscal period ; 
for the respective August-January periods, earn- 
ings were $2.24 vs. $1.97 per share. In 1939, 
four quarterly dividends of 40 cents each were 
paid, plus a 25-cent extra in January. So far this 
year the same dividend policy has been followed, 
with a 40-cent regular and a 25-cent extra paid 
last month. Any further earnings improvement 
would furnish more than adequate support for 
an increase in the rate, but even on the basis of 
the 1939 total of $1.85 the shares at current prices 
return a yield of 5 per cent. 


Summary of the Week’s News: 


Positive Factors: 


Housing—FHA applications in January increased 
over preceding month and like month of 1939. 


Electric Output—Remains above previous year’s 
comparatives. 


Cotton Consumption—Attains best rate of recent 
years during January. 


Electrical Equipment Orders—Recover sharply 
after earlier tapering. 


Neutral Factors: 


Steel Operations—Extend decline, but at lessened 
pace, and important automotive buying may shortly 
be seen. 


Auto Production—Scores first substantial decline 
since Chrysler strike, but retail sales picture remains 
encouraging. 


Negative Factors: 


Carloadings—Index off contra-seasonally to new 
low for current year, but totals hold above 1939 levels. 


Manufacturers’ Inventories—Increased sharply in 
final 1939 quarter; accumulation continuing. 
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Current 


The issues listed here do not constitute all of the purchase recommendations made from time to time by 
THE FINANCIAL WORLD, nor is it intended that one’s holdings should necessarily be confined exclusively to these 
securities, This service is to be regarded as supplementary to the various other features which appear each week. 


BONDS 


These bonds can be used to form an investment 


portfolio backlog. 


While all are not of the highest 


grade, they are reasonably safe as to interest and 


principal : 


For Income: 


Recent Current 

Price Yield 
Great Northern gen. 5s, ’73.... 91 5.49% 
Pacific Power & Lt. Ist 5s, 55 94 38 
Pennsylvania R.R. deb.4!4s,’70 87 5.17 
West. Maryland R.R. Ist 4s,’52 84 4.76 
For Profit: 
Allis-Chalmers cony. deb. 4s, ’52 110 3.64% 
Interlake Iron conv. deb. 4s, ’47 85 4.70 
Lion Oil Ref. conv. deb.4%s,’52. 101 
Phelps Dodge conv. deb. 344s,’52. 111 (3.15 
Phillips Petrol. conv. deb. 3s,’48 112 2.68 
Youngstown Sheet & Tube 


101% 


PREFERRED STOCKS 


For Income: 


These are good grade issues, and suitable for invest- 


ment purposes for income. 


American Water Works $6cum. 97 
Chesapeake & Ohio $4non-cum. 9%6 4.12 


Safeway Stores 5% cum.... 


Recent Call 
Price Price 
6.19% 110 
107% 
108 4.63 110 


Tide Water Asso. Oil $4.50 cum. 93 4.83 107 


Walgreen Drug 444% cum.(w.w.) 95 4.74 


For Profit: 


107% 


Reasonably assured dividends and prospects of ap- 


preciation are combined in 


these issues. 


Crown Cork & Seal $2.25 cum. 


Radio Corp., $3.50 Ist cum. cony. 65 


5.23% 48% 
5.38 100 


Union Pacific R.R. $4 non-cum. 2&9 4.49 Not 
West Penn Elec.,$7 cum. cl.‘A’ 108 6.48 115 
Youngstown Sheet &T.54%4% cum. 86 6.39 105 


COMMON STOCKS FOR INCOME 


. The primary attraction of these issues is their dividend regularity and the reasonable vields atforded. While 
not devoid of appreciation possibilities, price movements will probably tend to be more restricted than those 


of the “Business Cycle” group. 


Divi- 

Recent dends 

STOCKS Price 1939 
69 $3.25 
371.85 
Carolina, Clinch. & Ohio 88 = 5.00 
Chesapeake & Ohio.... 41 2.50 
Gorn’ Products ........ 64 3.00 
First National Stores... 44 2.50 
General Foods ......... 48 2.25 
41 2.60 


Dividend guaranteed by Atiantic Coast Line 


March 31. 1939. y -12 months ended November 30. z 


35 2$3.42 
262 2.09 
18 
38 b1.67 
50 2.28 
81 2.32 


and Louisville & Nashville. 
12 months ended January 31, 1940 and 1939. 


Divi- _Indi- Annual 

Recent dends cated — Earnings — 

STOCKS Price 1939 Yield 1938 1939 
Liggett & Myers, B.... 108 $5.00 4.6% $6.09 $6.13 
Louisville G.& E. 18 1.50 8&3 1.99 y2.40 
MacAndrews & Forbes 34 2.00 5.9 1.99 ¢1.68 
Melville Shoe .......... 31 6.5 1.79 ¢1.77 
National Distillers ..... 24 «200 83 3.85 ¢1.54 
Pacific Lighting........ 47, 3.00 64 418 3.60 
Sterling Products....... 80 3.80 4.7 5.10 ¢4.15 
Union Pacific........... 93 6.00 6.5 6.62 


b--Six months. c—Nine 


BUSINESS CYCLE STOCKS 


Occupying the best position for price appreciation in periods of rising markets, stocks of the business cycle type 
are logically more susceptible to price declines in periods of general market weakness. 
group cannot be expected to resist the trend when virtually the entire market is declining but their potentialities 


are such as to warrant their retention in moderate amount in well diversified portfolios. 


months. x--Fiscal year ended 
ided this week; see page ITI. 


The issues listed in this 


Naturally, the price 


changes which have occurred since original purchase recommendations of these stocks vary among the individual 
issues. Consequently it is suggested that new subscribers consult our investor’s inquiry department before making 


initial purchases from this group. 


Divi- 

Recent dends 

STOCKS Price 

Allis-Chalmers ......... 38 =$1.25 

American Brake Shoe.. 42 12 
Amer. Car & Foundry.. 26 


Amer. Cyanamid “B”... 34 0.60 
Anaconda Wire & Cable 35 


3ethlehem Steel........ 76 1.50 
Climax Molybdenum.... 38 3.20 
Commercial Solvents... 14 
Consol. Coppermines... 8 0.30 
Curtiss-Wright “A”.... 29 2.00 


Fl Paso Natural Gas... 38 1.50 


Annual 

— Earnings — 

1938 1939 
$1.44 c$1.49 
1.03 c1.45 
xD6.15 bD4.60 
0.91 ¢1.25 
D0.23 c0.48 
D0.70 5.75 
D0.08 b0.16 
3.12 c2.25 
p0.11 c0.34 
0.20 
3.11 
3.30 3.73 


Before depletion. —Fiscal year ended June 30, 1939. b--Six 


1939. 


(18) 


Divi- Annual 
Recent dends —— Earnings — 
STOCKS Price 1939 1938 1939 

Kelsey Hayes “A”...... 13 .. D$3.11 c$1.19 
Kennecott Copper ..... 36 2.00 ¥2.10 +b0.93 
Lima Locomotive ...... 25 . D3.26 D0.64 
McCrory Stores........ 16 1.00 1.48 1.95 
Montgomery Ward .... 33 1.25 3.50 b1.84 
National Gypsum ...... 12 0.25 0.49 c0.80 
Nat. Malleable & Steel. 23 1.00 D2.87 c0.93 
Paraffine Companies.... 43 2.25 $2.80 b1.91 
Pennsylvania R. R...... 22 1.00 0.84 ¢1.02 
8 0.25 0.38 b0.12 
Square D Company..... 32 1.75 1.17 c1.64 
Timken Roller Bearing. 50 2.50 0.59 c2.03 
months. ec—Nine months. D—Deficit. x—Fiscal year ended April 30, 


Call | 
Price 
| 
10314 | 
106 
105% 
10242 .... 45 
105 
102% 
Indi- Annual 
cated — Earnings — 
Yield +1939 
2? 
IV 
\ 


HAT changes in market sentiment can take place 
with astonishing rapidity was attested on February 
%, when the share list moved sharply higher on a broad 
front in the first million-share day in weeks. There was 
nothing of a definite character to account for the move 
except the sudden flowering of what has been termed 
(for want of a better name), “cautious optimism”’—a 
force that has been gathering increased momentum. 


HETHER the upswing can immediately generate 

enough power to establish a new top—above that 
of last September 12, at 155.92—is clearly a moot ques- 
tion. But it can be observed that the stock market gives 
evidences of a sold-out position and that it is now in a 
position to respond dynamically to any favorable news. 
For one thing, the general list has thus far demonstrated 
its ability to absorb some important selling without seri- 
ous repercussions. This was seen particularly in the 
instances of such equities as Bendix, General Motors and 
Lockheed Aircraft, all of which represented special situa- 
tions as far as liquidating pressure was concerned. 


— IX, average prices in the stock market are 
about the same as two months ago; as a matter 
of fact, they are relatively unchanged from February a 
year ago—this in the face of a substantial rise in busi- 
ness activity and a sizeable expansion of earning power 
since that time. The net result is that most equities are 
now lower in relation to earnings and dividends than 
they have been for several years past. Fundamentally, 
this may be traced to perplexity over the future course 
of the war in Europe, together with the low state of 
speculative confidence among the stock trading public 
as a result of political uncertainties here. 


and Otherwise 


T WAS something in the nature of poetic justice that 

the smart rise in stocks was shortly followed by 
statistics showing an increased bear interest. The New 
York Stock Exchange short account increased almost 20 
per cent in January, as compared with the preceding 
month. And the bears showed selectivity. They re- 
duced their short lines in Bethlehem, for example, and 
lengthened them in U. S. Steel. At the same time, uni- 
form increases were scored in Chrysler, General Motors 
and U.S. Rubber. 


A® MEASURED by the FRB index of industrial 
production, business has gone down faster, over 
the past month or so, than was earlier anticipated. This 
has had the effect of fostering new hopes of a turning 
point in the business picture very soon—perhaps within 
the next thirty days. Realization of this expectation, bv 
the way, would have important repercussions. It would 
mean a weakening of the spending bloc down in Wash- 
ington (who have been counting on a steady decline until 
the vear’s mid-point to strengthen their case), and im- 
proved prospects of no ‘new taxes this vear. 


SHORT time ago, one of the country’s leading 

statistical organizations published a study of the 
leading stock groups in an attempt to evaluate their 
comparative investment attraction. After weighing all 
of the principal economic uncertainties in the business 
cutlook, “including the possibilities for peace and those 
for a prolonged war... ,” it selected the following eight 
industries as representing the most promising groups 
at this time: automobiles, auto parts, aircraft, chemicals. 
electrical equipment, machine tools and retail trade.— 
February 14. 


The Most Active Stocks—Week Ended February 13, 1940 


Shares -—Price——~ Net 

Stock : Traded Open Last Change 
Studebaker Corp. .......... 115,700 10% 115% +13 
Curtiss-Wright ............. 104,300 105% 103%—% 
91,500 24% 27 +2% 
B’klyn.-Manhattan Transit.. 57,700 17 +¥Y 
5 52,000 58% 587% +% 
50,600 9 1034 
General Motors ............ 43,000 5314 541% + % 
Continental Motors ........ 42,200 434 4% —% 
Int’l Paper & Power........ 37,600 1334 135% +% 


Shares Net 

Stock : Traded Open Last Change 
Republic Steel ...........: . 33,100 19% 20% + 
Lockheed Aircraft.......... 31,300 31% 31 = 
Bendix Aviation ............ 30,800 = 3034 31 +¥% 
Canada Dry Ginger Ale..... 30,100 20% 20% — $% 
Bethlehem Steel ........... 29.100 7556 76% +1% 
North American Aviation... 28,100 25 4% %—% 
General Electric ........... 27,200 383% 39% +% 
Martin (Glenn L.).......... 27 200) 39 40Y, +14 
25,700 825% 86 
Standard Brande ..........- 
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Andes Copper Mining Company 


Distillers Corporation-Seagrams, Ltd. 


, Earnings and Price Range (ADE) 
40 ie 
Data revised to February 14, 1940 “4 PRICE RANGE 
incorporated: 1916, Delaware. Office: 25 10 Ps Oho 
Broadway, New York City. Annual meeting: 0 
Fourth Monday in May. $2 
Capitalization: Funded debt........... None od $1 
Capital stock ($20 par)........ 3,582,379 shs 
1932 34 ‘35 "36 °37 ‘38 1939 


Eorni d Price Range (DCS) 
Data revised to February 14, 1940 mings and Frice Range 


Incorporated: 1928, Canada, as a holding 
company to acquire by exchange entire capi- 20 
tal stocks of Distillers Corp., Ltd., and 10 

oO 


Joseph E. Seagram & Sons, Ltd. Office: = 


1430 Peel Street, Montreal, P.Q., Canada. 0 P 
Annual meeting: At call of directors. a $6 
Capitalization: Funded debt...... 
“ee stock 5% cum. 
( +++» 163,600 shs 1932 °33 34 "35 
stock (no par)........ 1,742,645 shs 


Business: Important subsidiary of Anaconda Copper Mining 
Co., which owns 3,502,452 shares (97.77%) of this company’s 
stock. Operates in Chile, chiefly in the Province of Atacama. 
Mainly a producer of copper, though small amounts of silver 
and gold are also recovered. Engaged in all phases of copper 
production with the exception of fabricating. 

Management: Under Anaconda management. 

Financial Position: Strong. Net working capital December 
31, 1938, $7.5 million; cash $387,352. Working capital ratio: 


7.8-to-1. Book value ‘of capital stock, $24.25 per share. 
Dividend Record: Poor. Payments initiated 1928; omitted 
1932-36. 


Outlook: Earnings depend on world demand and prices for 
copper. European war may result in a considerable increase 
in copper consumption, though duplication of 1915-17 condi- 
tions appears unlikely. 

Comment: Stock combines the risks of minority situations 
with those common to equities representing mining. 

*EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF CAPITAL STOCK: 


“Company has $5 million bank loans outstanding maturing 1944. fCallable at 
$105 per share. 


Business: A Canadian holding company whose subsidiaries 
produce a complete line of whiskeys and gins. Canadian and 
American subsidiaries are operated as individual units manu- 
facturing and distributing products under the brand names 
“Seagrams,” “Calverts,” etc. Annual capacity: 30 million gals. 

Management: Progressive and efficient. 

Financial Position: Strong. Net working capital July 31, 
1938, $44.6 million; cash, $2 million; inventories, $41.7 mil- 
lion. Working capital ratio: 6.6-to-1. Book value of common, 
$21.46 per share. 

Dividend Record: Regular preferred payments since issuance 
in 1937. Dividends on common 1928-1931; resumed 1937. 

Outlook: Pending stabilization of the industry, the com- 
pany’s strong position should help to maintain earnings. 

Comment: The preferred is a “businessman’s investment”: 
the common is rather speculative despite its dividend record. 

“EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON: 
sca 


Year's —— Calendar Year —~ 


>. ended: Mar. 31 June 30 Sept. 30 Dee. 31 Total Dividends Price Range 1933. 
012 12% — 3% $0.60 1936.. $0.03 $0.93 $0.86 2.42 None 345 —18% 
1936 0.24 43 1.07 1937.. 1.44 0.73 0.71 3.95 $0.50 29 —10 
$0.17 $0.45 $0.44 $046 152 $0.50 37%4— 7 1938.. 1.48 0.37 0.65 8.75 2.00 417%—11 
012 031 071 0:25 1.48 0.43 0.63 3.29 2.00 20%—13% 
“Based on the follewing number of shares: 1933, 1,500,006; 1934-39, 1,742,645. 
Before depletion. published. February 14, 1940. 
Continental Steel Corporation General Cable Corporation 
a eg eamings and Price Range (CTL) Data revised to February 14, 1940 Earnings and Price Range (GGN) 
0 Incorporated: 1902, New Jersey, as The 
Incorporated: 1927, Indiana. Office: . Ko- 0 Safety Insulated Wire & Cable Company; =. 
komo, Indiana. Annual meeting: March 15 3 PRICE RANGE present title adopted in 1927. Office: 420 30 PRICE RANGE 
or first Tuesday thereafter. Number of 20 i Lexington Avenue, N. Y. C. Annual meet- 20 
stockholders (December 31, 1939): Preferred, 10 to oF oO ing: Third Wednesday in March. Number 7 Qa oo 
670; common, 1,977. © PER SHARE ‘4 of stockholders (December 31, 1939): Pre- af 
Capitalization: Funded debt...... $2,000,000 $2 ferred, 2,102; class A, 1,975; common, 3,346. 4 
*Preferred stock 7% cum. we 0 Capitalization: Funded debt..... $9,740,000 wn Ni 
Serre 18,855 shs DEFICIT PER SHARE 2 *Preferred stock 7% cum. $15 
Common stock (no par)......-.-- 200,561 shs 1932 '34 °35 °37 ‘38 1939 150,000 shs 1932 '33 '34 ‘35 °36 ‘37 ‘38 1939 
Class A stock (no par)........ 310,339 shs 
Callable at $110 per share. tCommon stock (no par)........ 664,558 shs 


Business: A small semi-integrated producer of a diversified 
line of sheet steel and wire products. Farmers and the auto- 
motive and building trades are the chief outlets. Markets are 
nation wide, but major part of sales is made nearby, mini- 
mizing freight absorption. 

Management: Capable and conservative. 

Financial Position: Strong. Net working capital December 
31, 1939, $6.1 million; cash, $781,755. Working capital ratio: 
5.5-to-1. Book value of common stock, $50.06 per share. 

Dividend Record: Preferred dividends omitted 1932-33: 
arrears cleared up and payments initiated on common in 1936. 

Outlook: Small overhead and effective raw material pur- 
chasing and inventory policies permit unusual continuity of 
earning power. Gradual concentration in more highly finished 
lines has aided unit margins. 

Comment: Cyclical earnings fluctuations have been gieatiy 
reduced in recent years. but continue to govern market action. 

*EARNINGS, DIVIDEND RECORD AND PRICE Ri. RANGE OF COMMON: 


ended: Mar. 31 June 30 Sept. 30 Dec. 31 Total Price Range 
— $0.446—- -—D$2.00—— 7{D$1.52 None t 7%4— 1% 
— 0.74— —— 7D1.26 None 2—5 
1.85—-  —— D1.67 41.45 None 5 
3.15- — 1.49 71.48 Non T43%— 6 
$0.21 $0.96 $0.14 $1.50 $2.79 $1.50 —25 
1.17 1.05 1.08 Nil §3.20 75 355%%— 9% 
seebeksx 0.06 0.57 0.75 0.94 2.32 1.00 29%—10 
1.18 1.06 £0.83 2.21 5.28 2.00 32%—16'% 


Note: Interim earnings in years 1932-1935 are for 6-month periods ended June and 
December. *Earnings adjusted to present capitalization. ?+Fiscal years ended June 30. 
tChicago Steck Exchange prices. §After surtax. {After special charge of 75 cents 
per share in each quarter. 


*Callable at $110. +Has preference over common as to assets and dividends of $4 
per annum which are non-cumulative except in calendar years when earnings available 
for class A dividends amount to over $8 a share. Convertible into 2 common for each 
class A share. 139,13% owned by American Smelting. 


Business: Manufactures substantially all kinds of copper 
wire and cable, brass and bronze wire, copper rod and insul- 
ated aluminum wire. Principal customers are public utility 
companies, also automotive and building industries. 

Management: Affiliated with American Smelting & Refining. 

Financial Position: Satisfactory. Net working capital De- 
cember 31, 1938, $7.2 million; cash $1.5 million. Working 
capital ratio: 3.1-to-1. Book value (preferred) $123.67 a share. 

Dividend Record: Poor. Preferred dividends suspended in 
1931; $7 paid in each year, 1936-37, against accumulations; 
none since. Present preferred arrears approximate $49 per 
share. Last payment on Class A, 1930; none on common. 

Outlook: Earnings trends should continue to conform quite 
closely with general business cycle fluctuations. 

Comment: Large preferred arrears and inadequacy of earn- 
ings on junior stocks suggest eventual recapitalization. 

EARNINGS RECORD AND PRICE RANGE OF COMMON: 


=. ended: Mar. 31 June30 Sept. 30 Dec. 31 Year’s Total Price Range 
Foe D$3.10 D$3.13 D$2.78 D$6.54 15.55 5 
1933 D3.32 D2.5 D1.96 D0.79 D8.65 11%— 
D1.82 D1.02 D1.05 D1.68 D4.89 6%— 2% 
D1.38 D1.11 D1.12 D0.25 D3.86 6%— 2 
10.76 D0.40 D0.24 D0.0 *D1.58 28 — 5% 
eee 0.47 0.80 0.53 D3.97 *D2.21 32%— 6% 
D1.21 D1.55 D1.60 D0.94 D5.30 19%— 5% 
D1.28 D0.92 D0.62 18 —9 


: “*Including surtax of 9 cents in 1936 and 4 cents in 1937. 


(For additional Factographs, please turn to page 30) 


iy 
| 
4 ] 
| 
| 
H 


February 21, 1940 


The FINANCIAL WORLD 


Market Trend Analysis 


HE stage has been set for an 

important test of the market's 
inner structure, which should appear, 
based on present indications, within 
three weeks at most. For the first 
time since October there has been a 
minor rally, followed by a minor dip 
holding above previous lows in both 
averages, and succeeded in turn by 
another minor rally in which both the 
rails and the industrials topped the 
immediately preceding highs. The 
minor trend has thereby been estab- 
lished as upward, in itself no startling 
development but potentially signifi- 
cant in that the current move may be 
the first leg of an uptrend of inter- 
mediate scope. 

It will not be definitely established 
that such is the case until both aver- 
ages go through the best levels of 
early January (152.80 in the indus- 
trials, 32.67 in the rails). The next 
significant objectives beyond those 
points are the September _ highs, 
155.92 and 35.90. It is unlikely and 
even undesirable that a rally penetrat- 
ing the first set of resistance levels 
should exceed the second pair as well 
without an intervening minor setback. 
The strongest pattern the market 
could trace over coming weeks would 
be an advance beyond the January 
tops, then a reaction ending above the 
144.65 and 30.15 levels, and finally 
another upswing carrying beyond the 
September peaks. 

Should the bullish implications of 


recent developments prove unreliable, 
a serious decline would not neces- 
sarily be indicated. A dip starting 
from around present levels and pro- 
ceeding far enough to break the Janu- 
ary lows would merely reconfirm the 
intermediate downtrend which has 
been in force since September. At 
present, such an eventuality appears 
unlikely. Aside from the continued 
weakness in commodity prices which 
has carried Moody’s spot index down 
to a level equalling the November 29 
low, technical indications are uni- 
formly constructive. Volume has 
shown a very pronounced tendency in 
all recent market sessions to expand 
on the rallies and dry up on the dips; 
furthermore, the market has been con- 
siderably more broad during days of 
rising prices than on those marked by 
indecision or weakness. 

This factor of breadth has been in- 
dicated not only by the number of is- 
sues traded but by the proportion of 
total volume accounted for by the 
fifteen most active stocks. This fig- 
ure dropped from 42.4 per cent Janu- 
ary 31 to 21.1 per cent February 6, 
and has not been above 30 per cent 
since that time. Still more encourag- 
ing is the fact that “cats and dogs” 
have become less conspicuous among 
the fifteen market leaders: the aver- 
age price of this group changed from 
13.9 to 31.0 on the two days men- 
tioned above.—Written February 14; 
lllan Hussey. 


Trends of the Dow-Jones Averages 
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Dividends 


AMERICAN GAS 
AND ELECTRIC COMPANY 


Preferred Stock Dividend 


e HE reguler quarterly dividend ot One 
llar Eighteen and Three-quarter 
Cents ($1.183%4) per shere on the 4 
cumuletive capite! stock the 
company issued and outstanding in the 
hands of the public has been declared out 
of the surplus net earnings of the company 
for the querter endin rch 31, 1940 
payable April 1, 1940 to holders of such 
stock of record on the books of the com- 


pany at the close of business March 8. 1940 


Common Stock Dividend 
HE reguier quarterly dividend o 


Forty Cents (40c) per share on the 
Common capital stock of the company is- 
sued and outstanding in the hands of the 
public has been declared out of the surplus 
net earnings of the company for the querter 

ending March 31, 1940, payable March 
15, 1940, to holders of such stock of record 
on the books of the company at the close of 

business February 19, 1940. 
FRANK B. BALL, Secretary. 


February 14, 1940. 


COLUMBIAN 
CARBON COMPANY 


Sev nty-Third Consecutive 
Quarterly Dividend 


The Directors of Columbian Carbon 
Company have declared a regular 
quarterly dividend of $1.00 per share, 
payable March 11, 1940, to stock- 
holders of record February 23, 1940 

at 3 P.M. 
GEORGE L. BUBB 


Treasurer. 


LOEW’S INCORPORATED 
“THEATRES EVERYWHERE” 
February 9th, 1940. 
THe Board ot Directors on February 7th, 
1940 deciared a dividend at the rate of 
50c per share on the outstanding Common 
Stock of this Company, payable on March 
30th, 1940 to stockholders of record at the 
close of business on March 15th, 1940. 
Checks will be mailed 
DAVID BERNSTEIN 
Vice-President & Treasurer 


Chrysler C 

rysier orporation 

* DIVIDEND ON COMMON STOCK: 
The directors of Chrysier Corporation have de- 
clared a dividend of one doia: and twenty-five 
cents ($1.25) per shafe on tne outstanding 
common stock, payable March 13, 1940, to stock- 
holders of record at the ciose of business, 
February 19, 1940. 

B. E. Hutchinson, Chairman, Finance Committee 


The United Gas and 
Electric Corporation 


One Exchange Place, Jersey City, New Jersey 
February 14, 1940. 
The Board of Directors this day declared a 
quarterly dividend of one and_ three-quarters 
percent (134%) on the Preferred Stock of the 
Corporation, payable March 15, 1940 to stock- 
holders of record March 1, 1940. 
. A. McKENNA. Treasurer. 


Newmont Mining 


Corporation 
Dividend No. 46 
A dividend of Fifty cents per share has been 
declared on the capital stock of Newmont 
Mining Corporation, payable March 15, 
1940, to stockholders of record at the close 
of business March 1, 1940. 


H. E. DODGE, Secretarg 
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The FINANCIAL WORLD 


Vol. 73. No. 8 


ond Market Digest 


| 


ITH the exception of con- 

tinued activity in New York 
tractions and a few speculative issues, 
notably convertibles, the bond market 
was quiet and the volume of transac- 
tions limited. The B.-M. T. group 
advanced as the final date for tenders 
and deposits approached. Obligations 
of the Third Avenue Railway, which 
is not included in the unification plan, 
also attracted a following; both the 
refunding 4s and the adjustment 5s 
advanced to new highs. There was 
renewed interest in South American 
bonds on the partial interest payment 
offer of Colombia, and rumors of 
early resumption of payments by 
Brazil. 


Florida East Coast 5s 


Reorganization prospects for the 
Florida East Coast Railway have 
been impaired by recent develop- 
ments. Although a number of larger 
systems are showing an accelerated 
rate of progress toward completion of 
reorganization procedure, the end of 
the F. E. C. receivership seems as re- 
mote as ever. A strong conflict of 
opinion between first mortgage and 
refunding mortgage bondholders with 
respect to lien claims on important 
mileage appears to be an almost in- 
superable barrier to agreement on a 
reorganization plan. The first mort- 
gage bondholders have been receiving 
interest payments, and are in no hurry 
to effect a reorganization ; their pro- 
tective committee rejected a proposal 
of the refunding mortgage bondhold- 
ers and informed the court at a hear- 
ing on January 18 that they had no 
plan of their own to offer. Earnings 
last year were disappointing, cover- 
ing less than 30 per cent of total bond 


TREND OF THE BOND AVERAGES 
95 T 


| | | 
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1940 


requirements, against 33 per cent in 
1938. Despite the good Florida 
tourist season, 1940 earnings pros- 
pects are not encouraging. January 
revenues were substantially above 
1939, but traffic has declined sharply 
since the severe cold wave, and ship- 
ments of perishables are expected to 
continue well below normal for some 
time. Although it is possible that the 
holders of the first and refunding 5s 
may eventually be able to assert their 
mortgage claims, the bonds (recently 
quoted around 7) have little specula- 
tive appeal in the existing circum- 
stances. 


Vanadium 5s 


An abrupt decline in \anadium 
Corporation debenture 5s occurred 
last week on the unexpected an- 
nouncement of a call for redemption 
of the entire issue on March 15 at 
101. The debentures have had a 
rather volatile market record, and 
have sold at large premiums at vari- 
ous times because of the conversion 
feature. The stock has recently been 
selling several points below the con- 
version price of 3714, and the option 


New Issues Scheduled 


A MONG the security offerings now in registration with the Securities & Exchange 
Commission, and due to appear this week, are the issues included in the follow- 


ing compilation. 


The dates given, however, are not to*be regarded as definite inas- 


much as issues are frequently delayed beyond the 20-day registration period. 


Issue: 
Mid-States Shoe Co............... 
Rustless Iron & Steel............ 


$10,000,000 deb. 3s, 1950 


Indiana Associated Telephone. ... 


Offering 
33,334 shs. $1 par common 
40,000 shs. $1 par common 


$3,800,000 Ist 3%s, 1970 


Date 

Underwriters Due 

Loewi & Co. Feb. 19 

W. E. Hutton Feb. 19 

Eastman, Dillon et al. Feb. 19 

2,600 shs. no par $5 pfd. Bonbright et al. Feb. 20 


would become of value only in the 
event of a sharp rise in the equity in 
the brief time remaining before the 
redemption date. The company is re- 
tiring both the debentures and $600,- 
000 notes, using the proceeds of a 
$2.5 million bank loan and treasury 
cash. 


Studebaker 6s 


Glowing reports of early 1940 busi- 
ness following a very impressive carn- 
ings recovery in 1939 have made 
Studebaker common stock one of the 
speculative favorites in recent weeks, 
and the advance in the equity has had 
its counterpart in the market for the 
debenture 6s. The latter are con- 
vertible into common stock at $12.50 
a share, which gives the bonds a high 
leverage factor once the profit point 
on the conversion is passed. As is 
frequently the case with stock option 
issues, the price of the bonds goes 
ahead of the conversion parity in a 
rising market. Last week as the stock 
approached the 12% level, the deben- 
tures rose to 112. However, more 
than 8 points of the premium may be 
allocated to the bondholders’ claim for 
unpaid interest accumulated in the 
period when the debentures were on 
a semi-contingent basis. Despite the 
rapid progress made by Studebaker 
since early 1939 and the leverage 
factor, the debenture 6s are not 
considered a particularly attractive 
medium for new commitments at 
prices above 110. On each April 1, 
the company must apply 20 per cent 
of the preceding year’s earnings to a 
sinking fund. It is estimated that the 
amount available for the sinking fund 
this year will be sufficient to retire 10 
per cent or more of the entire issue. 
Since the bonds are redeemable at par 
and accrued interest (if not available 
in the market at a lower figure), this 
prospect might serve to cushion the 
decline in the event of a reversal of 
the market trend. On the other hand, 
in the event of continuance of the ad- 
vance, the effect of the sinking fund 
call would be to force conversion of a 
large amount of the bonds. 


Preterred Stocks for 


Trust Investment 


REFERRED stocks received a 
verbal boost last week, when 


Robert S. Drew, vice president of the 
Continental Illinois National Bank & 
Trust Company (Chicago), advocated 
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$33,000,000 
THE PORT OF NEW YORK AUTHORITY 


General and Refunding Bonds 
Fourth Series, 3%, Due 1976 


(Third Installment) 


To be dated Dec. 15, 1936 


Principal and semi-annual interest (June 15 and Dec. 15) payable at the principal offices 


To mature Dec. 15, 1976 | 
| 
of the Paying Agent or Agents. | 
Subject to redemption prior to Dec. 15, 1950, only through the operation of the Sinking Fund. Subject to this limi- 
tation, redeemable in whole, or in part, at the option of The Port of New York Authority on interest payment 
dates, at 103% beginning on Dec. 15, 1941, and thereafter on or before Dec. 15, 1945; at 102% thereafter 
and on or before Dec. 15, 1950; at 101% thereafter and on or before Dec. 15, 1955; and at 100% there- 
after to maturity. Payments will be made into the “Fourth Series, 3%, Due 1976 Sinking Fund,” 
commencing in 1941. The moneys in the Sinking Fund will be applied to the retirement of 
the Bonds of the Fourth Series, by purchase or call. Coupon Bonds will be issued in the 


denomination of $1,000, registerable as to principal, or as to both principal and 
interest, and when so registered reconvertible into coupon form upon pay- 
ment of a nominal fee. 


Exempt in the opinion of General Counsel and Bond Counsel from Federal income taxes without the 
consent of the States of New York and New Jersey, and exempt from New York State Income Taxes. 


Legal in the opinion of Counsel for investment in New York and New Jersey for state and 
municipal officers, banks and savings banks, insurance companies, trustees and other fidu- 
ciaries, and eligible for deposit with state or municipal officers or agencies in New York or 
New Jersey for any purpose for which bonds of such states, respectively, may be deposited. 


To be issued to provide funds to refund New York-New Jersey Interstate Tunnel Bonds, Series E, 
heretofore issued for Holland Tunnel purposes. 


Each offer must be accompanied by a certified check 
or cashier's check in an amount of $660,000. The 
Port Authority reserves the right to accept or reject 
any and all bids, and generally to take such action 
as may best serve the public interest. The Port 
Authority will announce the acceptance of bids at or 
before 6 o'clock in the afternoon of the day upon 
which bids are received, and temporary Bonds will 
be available for delivery on or about March |, 1940. 


Sealed proposals for the purchase of the above 
$33,000,000. of bonds will be received by the Port 
Authority on February 19, 1940, and must reach the 
office of the General Manager of the Port Authority, 
111 Eighth Avenue, New York City at or before eleven 
o'clock in the morning on that date, or such ad- 
journed time or date as the Authority may determine. 
Proposals must be in the prescribed form and must be 
for all or none. 


All legal proceedings incident to the issuance and sale of these Bonds are subject to the approval of 
Julius Henry Cohen, General Counsel for The Port of New York Authority, and of 
Thomson, Wood & Hoffman, Bond Counsel. 


Copies of the Official Statement of the Port Authority regarding these Bonds, of the resolutions 
pursuant to which they are to be issued, and of the prescribed bidding forms, may be 
obtained at the offices of the General Manager of the Port Authority, 

111 Eighth Avenue, New York. 


All sales by the Port Authority will be made within the City of New York, and the above is not 
to be construed as an offer to sell Bonds elsewhere. 


THE PORT OF NEW YORK AUTHORITY 


February 9, 1940. FRANK C. FERGUSON, Chairman 


them as suitable investments for trust 
funds. Speaking before the Ameri- 
can Bankers Association, at their 21st 
annual Mid-Winter Trust Confer- 
ence in New York, Mr. Drew pointed 
to senior equities as particularly ap- 
propriate where “income is of special 
importance and where more diversi- 
fication of industrial investments is 
desirable.” 


Sun Lite’s 
Payments in 1939 


HE annual report of The Sun 
Life Assurance Company of 
Canada shows that the company paid 
nearly $30 million to United States 
policyholders during 1939, out of a 


total of $90 million. This brings the 
total of benefits paid since the first 
policy was issued in 1871 to nearly 
$1.3 billion. Assets of the big enter- 
prise—one of the greatest on this 
continent—increased by $39 million 
during the year and now stand at 
$914 million, an all-time high. A 
large portion of this sum, incidentally, 
is invested in the United States. 
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New-Business Brevities 


Aircraftsmanship 


The use of stainless steel, instead 
of aluminum alloys, for making rud- 
ders, stabilizers and fuel tanks is a 
new development for Curtiss-Wright 
—the ease with which stainless steel 
is welded is one factor, while the 
elimination of rivets causing wind- 
resistance is another. . . . The organ- 
ization of Bowlus Sailplanes, Inc., 
will make possible the mass produc- 
tion of gliders in knock-down kits 
for assembly by the buyers—it is es- 
timated that several million youths 
would take up gliding as a sport or 
hobby if the price of sailplanes was 
low enough. . . . Piper Aircraft con- 
tinues to stress the economy of its 
“Cub” flivver planes—the cost of 
these light planes has been figured 
down to four cents per mile and this 
covers fuel, storage, maintenance, de- 
preciation and insurance. ... The 
wagon route idea for food distribution 
has its aerial counterpart in Alaska— 
planes are being used as flying butcher 
shops to transport fresh reindeer 
meat with stops at various communi- 
ties until the cargo is sold. 


Movie M. erchantry 


The two films depicting the life of 
the great electrical wizard, “Young 
Tom Edison” (starring Mickey Roo- 
ney) and “Edison, the Man” (featur- 
ing Spencer Tracy), will be pub- 
licized to the limit by Loew’s M.-G.- 
M.—utilities, especially those with 
“Edison” in their corporate titles, are 
expected to share in the glory... . 
The youngsters will have to get their 
fathers to buy “Blue Blades” in order 
to get the new “Pinocchio” masks 
that will be offered by Gillette Safety 
Razor—it is to wonder how many 
homes will be razed, because an 
electric shaver has been adopted... . 
Latest step in the “Gone With the 
Wind” merchandising tie-ups is the 
licensing of Schnefel Bros. for the 
production of “O’Hara” nail polish— 
the color is scarlet and the shade is 
described as “dangerous and beauti- 
ful.” . . . A real boost for General 
Foods is anticipated in the coming 
Paramount Pictures’ feature, “Buck 


By A. Weston Smith, Jr. 


Benny Rides Again’—the cast will 
include most of the stars on the “Jell- 
O” radio program. . . . Twentieth 
Century-Fox Film is not averse to a 
commercial advertising arrangement 
on its “Grapes of Wrath’—what an 
opportunity for a broad-minded Cali- 
fornia vineyard owner. 


Tele-visions 


If present plans are approved, Na- 
tional Broadcasting will be prepared 
to offer the first network of tele- 
vision stations to national advertisers 
—the initial system would hook up 
Boston, New York, Philadelphia, 
Washington, D. C., and intermediate 
cities, an area serving one-sixth of 
the country’s population. . . . Tele- 
scopic television is next, according to 
patents assigned to Radio Corp. of 
America—an_ electron-telescope, at- 
tached to a television camera tube, 
makes possible the magnification of 
distant scenes. . . . Stein Cosmetics 
will soon be prepared to offer a full 
line of make-up for television artists 
—white highlights are used instead of 
eye-shadow, the face powder is blue 
and lipstick is purple. . . . The search 
for new programs for telecasting may 
explain why definite plans have not 
been made for televising the next 
presidential inauguration in Wash- 
ington in January, 1941—could it be 
that a new cast for the program might 
possibly be preferred ? 


HE retail meat-cutters’ 

associations have become 
concerned over the trend 
toward quick-frozen, pre- 
pared cuts of meat—they are | 
afraid that the butcher may 
follow the ice man and the 
cigar store Indian into ob- 
livion. 
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Publishing Promenade 


Newest magazine to promote good 
trade relations between North, Cen- 
tral and South America will be JJ] 
Americas, published by Inter-America 
Associates—its feature will be that 
all articles by North Americans will 
appear in Spanish, while those by 
Latin Americans will be in English. 
. . . Allis-Chalmers will be the spon- 
sor of a new engineering directory— 
not only will the company’s 1,610 
products be listed, but 350 bulletins 
and other engineering aids will be 
included. . . . The coal industry is 
to have another trade paper, starting 
in April—called King Coal, it will be 
distributed mainly in the South, the 
realm of King Cotton. .. . Civic Pub- 
lishing will soon begin publication of 
a new monthly, aimed at the most 
neglected of the country’s political 
sub-divisions—it has been named, 
County Government. . . . Neither a 
newspaper nor a tabloid is the new 
PM daily publication that will make 
its bow soon in New York City—it 
might better be described as a “daily 
magazine,” which should be an inno- 
vation in journalism. 


Christenin 


Next in electric windshield wipers 
has been tradenamed “‘Neverstall” by 
American Bosch because it keeps 
wiping even when the motor stalls. 
. . . As it is intended primarily to 
mend and patch fabrics, hosiery and 
leather, the new instant-acting ad- 
hesive of Paste Elastic Manufacturing 
has been named “Liquid Thread.” 
. . . Pineapple juice has been called 
almost everything, but California 
Packing has originated “Sip O’Sun’”’ 
to describe its new “Del Monte” 
drink. . . . Flexrock Company goes 
a step further in coatings for floors 
in its new “Colorflex” which puts a 
colorful, enamel-like surface on con- 
crete. .. . Vitamins have finally gone 
to the dogs under the name, ‘“Vita- 
pets,” a new ABDG capsule devel- 
oped by Polk Miller Products, ex- 
clusively for small animals. . . . For 
those who stoop to conquer dirty 
floors, Pinto Manufacturing has per- 
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fected the “Coast-A-Bout,” a padded 
knee-rest that is mounted on _ball- 
bearing casters. 


Odds &° Ends 


Next fall’s National Automobile 
Show, which is held by the Automo- 
bile Manufacturer’s Association at 
New York’s Grand Central Palace 
will start on October 12—no group 
is being favored this year as that date 
is Columbus Day, Ramsay Mac- 
Donald’s birthday and Yom Kippur. 
... The mounting sales of American 
Tobacco’s “Pall Mall’ brand, because 
of their extra length, may soon bring 
two other cigarette leaders into the 
“longie” field—R. J. Reynolds To- 
bacco (“Camels”) and Liggett & 
Myers (“Chesterfield”) are expected 
to revive some of their “sleeper” 
brands in the longer size. . . . An 
electrically heated skewer is the se- 
cret of the new frankfurter roaster 
of Miracle Chef Manufacturing—by 
this method the hot dog is cooked 
from the inside out in 90 seconds. 


Inflation Still 
an Investment 


Factor 


NFLATIONARY forces 

nations of the world have been ac- 
cumulating for nearly a decade. Yet 
money, men and machinery continue 
to be relatively idle; especially in this 
country, despite its great resources. 

Unsound government fiscal policies 
throughout the world have laid the 
groundwork. Actual resort to the 
printing press for issuance of wall- 
paper money is not necessary, because 
momentum can be derived from either 
fear or confidence, on the part of 
either producer or consumer. 

The war is the latest factor in the 
array. Traditionally, war is highly 
inflationary, with its urgent demand, 
scarcity of supply and enormous 
wastage of materials. But for a war 
to be waged cautiously is wearing on 
the nerves and rather tiresome. An 
early peace therefore could have de- 
cidedly bullish implications, hastening 
the solution of world problems and 
reviving plans for a building boom. 
Yet the mentality is such that it would 
be quite likely to greet a spread of the 
war to other nations or the display 
of Napoleonic tactics with’ renewed 
speculative buying of commodities 


in att! 


tudebaker 


wins first three places 
over all cars in Gilmore- 
Yosemite Sweepstakes 


* 


Starts 1940 
with a sweeping victory in gas econom 


* 


LARGEST JANUARY RETAIL DELIVERIES 
IN STUDEBAKER HISTORY 
... UP 91.4% OVER LAST YEAR 


* 


up a record-breaking 
1939, Studebaker again makes 
the headlines with a spectacular 
achievement on January 4 of this year. 


Under American Automobile 
Association supervision, Stude- 
baker’s three great 1940 cars—the 
Champion, the Commander and the 
President—averaged 29.19 miles 
per gallon, 24.72 miles per gallon 
and 23.40 miles per gallon respec- 
tively in the great American gas 
economy classic, the Gilmore-Yo- 
semite Run. 


Studebaker sweeps the boards 
Each Studebaker was the winner 
in gas economy in its price class. 
And the three Studebakers also took 
the first three places in the Gilmore- 
Yosemite Sweepstakes, defeating all 
competing cars ofall sizes and prices. 


The public attention that has 
been centered upon Studebaker, asa 
result of these decisive gas econ- 
omy triumphs, is one reason why 
Studebaker retail deliveries for 
January were the largest for the month 


in history . . . 91.4% over last year. 

If you are buying a new car, it is 
obvious that you should first see 
and drive a Studebaker before mak- 
ing any final decision. 


Low prices on all models 
Most successful new-car in 10 
years, with well over 60,000 satis- 
fied owners to date, the Studebaker 
Champion is priced on a level with 
the three other large-selling lowest 
price cars—as little as $660 deliv- 
ered at the factory, South Bend, 
Indiana. Studebaker Commander 
and Studebaker President Eight 
prices are comparably low. 


See your local Studebaker dealer 
now and go for a convincing Stude- 
baker trial drive. And if you use 
trucks or commercial cars, remem- 
ber that Studebaker makes that 
kind of equipment too—and stands 
ready to save you money in first 
cost and in operating cost. Stude- 
baker dealers offer liberal trade-in 
allowances and you can finance your 
payments on convenientC.I.T. terms. 


STUDEBAKER... THE GREAT INDEPENDENT 


Founded in 1852 « 


World’s Oldest Vehicle Manufacturer 
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Will Your Investments 


Move with the Market? 


HE security markets have been dragging through an in- 

ternal adjustment and may be counted upon shortly to 
enter actively on a phase that not only will create new difficul- 
ties for you, but will emphasize the fact that the question 
vitally affecting your financial future is not: “What is the 
market going to do?”—but: “What will my securities do?” 


@ After all, it isn’t going to be profitable to you if the market 
averages advance and your securities stand still or decline in 
total value. On the other hand, you need not be disturbed when 
the general market averages recede if your holdings have been 
so carefully selected that they manage to advance or hold 
their own. 


@ The so-called market averages are of academic interest as 
indicating the general trend; but your personal stock market 


_ is composed only of the securities you hold. 


@ Right now, therefore, it is to your interest to go through 
your list with painstaking care and to weed out the least desir- 
able of your holdings, substituting for them issues that give 
promise of helping to set the pace of the next upswing. Prompt, 
decisive action will yield substantial returns; a casual attitude 
towards your investments will exact a penalty against your 
capital later on. 


@ In working out your financial salvation The Financial 
World Research Bureau is your logical investment counsel. It 
is your investment laboratory. With your holdings registered 
for our carefully perfected procedure of continuing super- 
vision, you will be guided in carrying out each step in a pro- 
gram prepared especially for you after thorough consideration 
of every factor in your individual situation. The continuous 
scrutiny to which your progress is subjected enables us to 
suggest each move at just the right time. 


@ The service is personal—individual. There are no printed 
bulletins or group advices. The supervision is entirely through 
personal correspondence, and consultation by mail, wire, or in 
person. 


The annual fee is nominal: one-fourth of one per cent of 
the market value when you enroll. The minimum fee ($125 a 
year) applies to portfolios valued between $10,000 and $50,000. 


Mail your list of securities with your registration fee 
today and minimize your investment worries immediately. 
Or use the coupon for detailed description of the service. 


| 
| 
| 
| 
| 
| 
| 


ADDRESS 


LEASE explain (without obligation 
to me) how your personal super- 


Lhe 
FINANCIAL WORLD 


RESEARCH BUREAU 


21 West Street New York. N.Y. 


visory service will aid me in re- 
covering losses or laying foundations 
for market profits and better income. 


their cost. 


Objective Income [_ Capital 


| 

I enclose a list of my securities and | 
enhancement [J (or) Both O | 


and “war baby” stocks. Certainly, 
management is not likely to allow its 
stocks of rubber, tin, silk, paper, cop- 
per, steel and other war-threatened 
commodities to run low. 

War is of course bearish in the long 
run. Nor does it bring trade bene- 
fits to all while it lasts. It means 
dislocations in some lines. But so 
far the normally inflationary side of 
war has not made itself fully manifest. 

The financial conditions in_ this 
country are decidedly favorable: De- 
mand deposits are 60 per cent higher 
than in 1929. Excess bank reserves 
are climbing steadily toward the $6 
billion level. Interest rates are ab- 
normally low. Industrial credit is 
excellent. But the rate of turnover 
in bank deposits has been falling for 
three years—an unusually long in- 
terval. When will this idle money go 
to work? If fear of inflation must 
be used as a whip, the President still 
has power to devalue the dollar again 
and even to issue $3 billion additional 
paper currency. 


More Spending? 


Another spending program be- 
ing formulated, with special emphasis 
this time on armaments. The degree 
of spending during the past seven 
years suggests that actual expendi- 
tures for the 1941 fiscal year may 
finally undergo little if any reduction, 
despite current “economy” talk and 
despite the $45 billion Government 
debt limit. The restrictions imposed 
by that limit can easily be subverted 
by “writing up” the Government's 
gold and silver holdings or by use of 
other inflationary powers. 

The exact path of the inevitable era 
of inflation that seems destined for 
the country is as indefinite as is its 
timing. Revival of confidence could 
find such demands made upon our 
plethora of credit facilities as would 
dwarf the credit inflation of the late 
1920s. But if instead of confidence 
there sometimes develops an active 
fear that the effects of the existing in- 
flationary background are about to 
make themselves felt, the other path 
will be the one followed—with its ac- 
companying scramble into equities 
and other forms of property not with 
thought of profit, but in an effort to 
escape the results of a shrinking pur- 
chasing power of the dollar. 

Again, its time element is uncer- 
tain, but the factor of inflation can- 
not be ignored by investors in their 
longer range planning. 
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Extends Use of 
Stock Factographs 


Gentlemen : 

“Enclosed find my check to your 
order for $11.95 in payment for a re- 
newal of my subscription to The 
Financial World together with a 
copy of your latest book of Facto- 
graphs. 

“IT take the book of Factographs 
apart and insert a blank sheet of paper 
between each sheet of the book, then 
place it in a loose leaf binder. I go 
through each issue of Financial 
World and make a reference on the 
blank page opposite each Factograph 
mentioned, of any and all references 
made concerning that particular 
stock. I can then at any time turn 
to the book of Factographs and find 
a reference to everything that has 
been said about that particular stock 
during the year, not only in your 
magazine but anything of interest 
found elsewhere and placed in a large 
scrap book for handy reference.” 

Daniel M. Miers. 


Warns of 
Public Salary Grab 
Sir: 

“|. . My interest in these matters 
[the subscription, Stock Factographs 
and Bond Guide ordered] is not so 
much for my own use as for clients 
who are constantly asking advice on 
all these investment problems, which 
are mighty tough these days of high 
taxes and general wastefulness of pub- 
lic funds. Our public officials are al- 
together too light-hearted in the mat- 
ter “of spending the tax-gathered 
funds. I have begun to feel that 
America must unload a lot of its full- 
time politicians and salary gatherers, 
via the polls, if we are ever to get 
anywhere; a sort of straight down- 
through cut of public employment all 


A GREAT CANADIAN 
LIFE COMPANY in 
THE UNITED STATES 


The Sun Life Assurance Company of Canada — 
founded in 1865—opened its first United States office 
in 1895. For forty-five years the Sun Life of Canada 
has found ever increasing favor with American 
citizens, and today its service covers forty states 
in the union. During 1939 the Sun Life of Canada 
made payments to United States policyholders and 
beneficiaries amounting to approximately Thirty 
Million dollars. 


In 1939 benefits paid by the Company throughout 
its organization were $89,927,722 and benefits 
paid since the first policy was issued now total 
$1,295,635,071. New business of the Company for the 
year amounted to $194,181,820 increasing the total 
assurances in force to $2,938,478,254. Assets now 
stand at $912,021,015. 


The extent of the Sun Life organization in the United 
States and the high character and qualifications of its 
personnel ensure prompt, intelligent and efficient service 
to policyholders and beneficiaries at all times. 


United States policyholders are fully protected by 
assets held in perpetual trusts within the United 
States. Policies issued in the United States are 
payable in United States currency. The total liabili- 
ties of the Sun Life of Canada in the United States 
are $330,395,547. 


HEAD OFFICE 


MONTREAL 


A LEADER IN PUBLIC SERVICE 
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ALL STOCK FACTOGRAPHS 


TO JAN. 31 INCLUSIVE 


NEW FACTOGRAPH SUPPLEMENT— 13. 1938. to October 11, 1939, also 500 con- 


To bring the latest October 15 Factograph 
Manual up-to-date a special Supplement was 
ublished February 1. It contains 188 Stock 
“actographs reprinted from FINANCIAL WorLp 
from October 18, 1939, to January 31, 1940, 
inclusive. Fully indexed, paper cover, 50 cents. 
This new Factograph Supplement will be sent 
FREE with all $3.85 orders for the complete 
Factograph Manual—latest edition, October 15, 
1939—containing 1,100 regular Factographs 
reprinted from Frnancrat Wortp from April 


densed Factographs which did not appear in 
Financia, Woritp—1,600 Factographs in all. 
Adding the 188 Factographs in the Supplement 
now brings you 1,788 Factographs for $3.85. 
The February 1 Factographs Supplement is 
sent FREE to all present Factograph sub- 
scribers, also to all new subscribers sending 
$7.50 in advance for four consecutive Facto- 
graph Manuals,issued every four to tive months. 
These four Factograph Manuals and one Sup- 
plement if purchased separately would cost 
you $14.90-——all for $7.50, paid now. 


Books Mailed Same Day Remittance Is Received 
Book Buyers Living in N. Y. City Add 2% Local Sales Tax 


FINANCIAL WORLD BOOK SHOP, 21 West St., New York, N. Y. 
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Before You Make Out Your 1939 


Income Tax Return, Do This: 
Get the New 1940 Revised Edition of ———— 


“YOUR INCOME TAX— 
HOW TO KEEP IT DOWN” 


By J. K. Lasser, C. P. A. ........ $1.00 postpaid 


Rulings, Decisions during 1939. 


TELLS about the 40 changes in Income Tax Law, effected by Statutes, 


TELLS EVERY deduction to which you are justly entitled: (A) 178 Items 
to omit from Gross Income; (B) 75 Different Taxes you may deduct as an 
individual; (C) 9 Deductible Types of charity contributions; (D) 225 Deduc- 
tions allowed if you are engaged in a Trade, Business or Profession; (E) 122 
Deductions you may make if a Salaried Man or Woman. 


—THIS BOOK DEFINITELY HELPS YOU— 


—HELPS to prepare your Income Tax Return QUICKLY. 

—HELPS to insure ACCURACY in your Income Tax Return. 

—HELPS to AVOID future Assessments, Penalties, Interest Charges. 

—HELPS to SAVE TIME by using the Complete Simplified Index. 

—HELPS to SAVE MONEY by bringing an expert's answers instantly to every 
Income Tax Question you are likely to ask. 


The Book Is Clear—Concise—Comprehensive—Easy to Understand 
128 Pages, with Index—8'/2 x 11 Inches—Paper Cover - - - $1.00 


21 West Street 


Orders Filled Same Day Your Dollar Reaches Us 


FINANCIAL WORLD BOOK SHOP 


New York, N. Y. 


Mount Plymouth Hotel 


and Famous 
a St. Andrews Golf Course 
Mount Plymouth, Florida 
a An interesting and sporty 18-hole golf 
course that you will really enjoy. Also 
e swimming pool—shuffleboard—bowling 
on the green — fishing and hunting. 
MODERN:. Steam heated—comfortable ac- 
commodations. Delicious food. Rates $6, $7, 
$8 and $9 per day, each person, American 
plan. Attractive rates for two weeks or by 
the month. Clientele restricted. 
Booklet F-14 Free 
Mrs.. CARL C. STEINER, Manager 
Mount Plymouth Hotel, Mt. Plymouth, Florida 
are best determined by men trained in 
financial research. Send in a list of your 
securities for our up-to-date analysis. 
Write Dept. K-6. 
(HISHOLM & ( HAPMAN 
Established 1907 
Members New York Stock Exchange 
52 Broadway New York 


UNDERWOOD ELLIOTT FISHER COMPANY 


The Board of Directors at a meeting held February 8, 
1940, declared a dividend for the first quarter of the year 
1940, of 50c a share on the Common Stock of Underwood 
Elliott Fisher Company, payable March 30, 1910, to 
= kholders of record at the close of business March 12, 
1940. 
Transfer books will not be yo 
C. S. DUNCAN. Treasurer. 


along the line, in numbers and in 
salaries, a concerted effort to get 
rid of these life-trained pleasant fronts 
who make politics a business and the 
‘sympathy for taxpayers on one side 
and smiles for voters on the other 
side’ type. We're developing them in 
the country just as fast as you do in 
the city. They are the pretenders 
who talk tax reduction and public sav- 
ing but keep right on, well up in the 
‘public salary-grab ranks.’ Pardon 
this breathing spell! But where are 
we headed if some of us do not speak 
the truth once in a while?” 
H. E. Bodine 
( Attorney-at-law ). 


Biggest U. S. 


Customers 


W ITH some $595 million pur- 
chased in this market during 
1939, the United Kingdom was again 
Uncle Sam’s No. 1 customer. Canada, 
as usual, was second with $493 mil- 


lion and Japan was third with around 
$231 million. 


New Books 


Concluded from page 2 


to principal and interest exclusively 
from the earnings of a specified reve- 
nue-producing enterprise, for the ac- 
quisition, construction and operation 
of which the bonds were issued. 
Leading types of public services that 
use revenue bonds are in the order 
of their importance the bridge, elec- 
tric light, water and sewer services. 
The Federal Government became a 
party to revenue bond financing only 
in 1932, by accepting such bonds from 


political subdivisions in exchange for 


cash advances. Mr. Knappen dis- 
cusses in detail the existing revenue 
bond legislation and the procedure 
of originating and marketing such 
bonds. 

A special chapter is also devoted 
to the aspect of defaults, which is one 
of the most important factors to the 
investor. And it is comforting to 
learn that there are only ten known 
instances of revenue bond defaults in 
the forty years of the U. S. history 
of these bonds and that in several 
cases the holders of revenue bonds 
have fared better than the holders of 
such debtors’ general obligations. The 
study concludes with a general ap- 


praisal of all the pros and cons in ' 


using the device of revenue bonds, 
and their advantages and disadvan- 
tages for the investor, the taxpayer 
and the user of the facilities created 
with their proceeds. 


x *k * 


Note: The books reviewed may be 
purchased through THe FINANCIAL 
Wortp Book Suop, which also can 
supply any book published on finance, 
business, industry, etc. 


Order for 
United Engineering 


recently reorganized Fol- 
lansbee Steel Corporation has 
just placed an order with United En- 
gineering & Foundry for $1.3 million 
of steel mill machinery. Necessary 


electrical equipment will be supplied 
by Allis-Chalmers which makes the 
control apparatus used in steel mills. 
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Dividends Declared ITEMS of 
Pe- Pay- Hidrs. of 
Rate riod able Record NT R S 
Q Mar. 12 Feb. 20 | Newberry Co. (3. J... doc .. Ape. 1 Mar. 16 E E 
al Mar. N 
Q 1 Mar 3 Sse Mar. il Feb. 38 Upon request, and without obligation, 
Dec. Ogilvie Flower Mills $1.75 Mar. 1 Fob. 17 ny of the literature listed below will 
Am. Capital Corp. pf..... $1.75 Q Feb. 2 Dec. 19 | Ogilvie ower Mills....... any 
ise @ Apr: 1 Mar. 20 | Ohio Power & Water pt... ite @ ‘Feb, 1 Jan. 38 be sent free direct from the 4 
Agricul. Insur. Co. Q Mar. 15 Feb. 19 Pacific — 4 tes 
Am, Gaundry Mar Sec. Palle, Gormentown ‘Norristown Mar. 4 Feb. 20 || should be confined to a 
m. Laundry Mach........ 25e .. Mar. 31.50 
Atlantic Macaroni 1 Feb. 16 Piper bf. request for a single 
eb. 15 dan. 20 Feb. 19 plainly and give name and a 
o pf. Q Apr. Colo. 3% eb. 2 
Mas 18 Mar, 2 | OR Feb. “FINANCIAL WORLD 
‘Fence & Wire Feb. 29 Feb. 20 inte Milk dan. 3 
brown Fence & Wire A...... 65e .. b 20 Feb. 12 Quin Feb. 29 
Mar | Heliance Biee. & Engin ie. Mar || 21 West Street, New York, N 
Building Products Tie Q Apr. Feb. 26 | © ’ 
Building Mar. 29 Mar. 4 eliar } 
Central Ohio Lt. Pr. $6 pf. se Q 13 ree, 19 Abr 20 
COED. 1 May 1 Dr. 2 hes to 
Cine, New Orl. & Texas Pac. Q Mar. 1 Feb. 15 Wer. 6% Mar. 15 Feb. learn to write by touch. 
Mar. 15 Feb. 27 Spear & Co. lst and 2d pf.$1.37% Q 
evar 75 Q Feb. 27 & Sons...... 40c .. Mar. 11 Feb. and accuracy. Please wr 
Q Mar. 15 eb. Spencer Kellogg 40¢ 
Broadcasting A 5 Mar. 8 Feb. 23 | land Paper ............30¢ .. Mar.15 } 
Q Mar. 30° Mar. 13 Thompson @ Apr. 1 Mar. 22 || AMERICA’S SMARTEST de 
25e Q Mar. eb. U. S. Envelope pf..........$3.50 S Mar. 
f....$1.25 Q Mar. 15 ar. 1 U. Plyw Yee 
Do pf. Q Apr. 1 Mar. 15 Underwood Elliott Fisher..... 50c .. Used in 154 countries its amazing 
Elec. Controller & Mfg........ +e Q Mar. 1 Feb. 15 Virginia Elec. & Pow. pf. .$1.50 Q Mar. 20 Feb. 29 distance an Saithe” conan casa 
Finance Co. of Am. A & B... Mar. 20 Soc Mar. Feb. 19 
6%e Q Mar. 30 Mar. 0 Auto Supply... 
PP ‘ot’ Ganada’ Q Mar. 16 Feb. 25 | Western Utilities cv. pref. Feb. 15 Feb. EYE-SAVING LAMPS 
Q Apr. tar. 15 i yriti d working nee 
Fuller Co. G. A. $3 ev........ $3 Mar. A _new catalogue _deseri 
$1 Q Apr. 1 Mar. ccu e writ 
Gallaher i 7% pt. pf..... Feb. Feb: 5 Birmingham On Mee. i in home, office 
Galland “Mercantile Laundry...50e Q Apr. 1 New .. Mar.15 Mar. A FINER PERSONAL MOVIE 
Galveston-Houston Co. ....... 15 Sherwin, -Williams (Can.) pf..$3.50 .. = ter photographers ate 
Hart-Carter Co. Mar. 15 Mar. 5 | Yellow & Checker Cab “‘A’’...$1 Feb. 26 
c 
Q Mar. eb. 
Do 2 | Qie .. Mar. 15 Feb. 27 Describing in detail and 
hment....15¢ Q Mar. 30 Mar. 
Lone ‘Star Gas... Apr. 22 Mar. 22 “a adia Marconi .......+---- .. June 1 Apr. 1 
Lone Aw Mar. 1 Feb. 10 ic. E.) Co. (new) . 30c Mar. Feb. 28 FOR DISTINGUISHED SERVICE 
fang Q Mar. 15 Mar. 1 Metrop. Storage Warehse. n....40c .. Feb. 
Mangin 75 Q Apr. 1 Mar. 20 | North Texas Co. .............. ise .. Apr. several c 
Manischew Q Apr. 1 Mar. i5 .. Feb. 15... ous comfort an pus postural 
| pf....81'4 Q Mar. 1 Feb. 20 | Virginian Ry. Co. (new) .. Mar. 26 Mar. features. Available to exec 
Ga Con.” Q Feb. 28 Feb. i7 Resumed write on their letterheads. 
Mission Dry Co lie 
Ine. $1.50 Fee. is Canada Foundries & Forg. A.37%ec .. Apr. 2 Mar. 15 COMPARATIVE COSTS OF FINANCING 
Nashua mine Feb. 15 Feb. k Folder telling how ‘Non-Notification 
| Nebraska ‘Pow. 7 Q Mar 1 Fe. 15 Feb. 1 Jan. 30 account industrial financing solved 
8% pf. Q Mar. 1 Feb. 15 | Holyoke Nat'l Bank......... 10% .. open interest 
any large going conern in need of addi- 
of R ts tional financing. 
Corporate Earnings Repor 
GRAMS PAY? 
SHARE ON COMMON. 12 Months te December folder tells how 10 re- 
on ComMON 35 Rat $1.16 $0.37 duced production losses by $133,022. 
| Nat. Bond & Investment.......... Thin to large 
Graphite 298 207 1-06 1-04 27 WAYS TO PLAN A BASEMENT 
Continental Steel 95.38 2.32 Stores. architects, builders and home owners. 
Dessert 318 0.89 8 Hoffman Machinery.......-- 0.11 D1.69 COMPORT AND CLEANLINESS 
Brewing of pias Dist 4.22 2.77 This booklet brings you the facts about 
Vacuum 2.56 2.35 Westvaco Chlorine ............... 2.91 1.52 a great advance By 
Castings........... p0.06 pD18.09 82 Weeks sto Deeember g 
1.70 1.69 | Colorado Fuel & Iron............. 1.39 D1.43 
\roger Grocery & Baking......... 
line Locomotive Vanadium Alloys Stee te December 3i Telegraph andthe organization 
1.95 1.48 Liquid Carbonic = 
y 4.01 2.35 *—53 weeks to December 31, 24-page informative book this _sub- 
D1.58 | 25% stoek dividend. b—Class ock. p—Pre rred a 
d 0.29 | stock. D—Deficit. §—After $300, 000° for future 
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City Investing Company 


Island Creek Coal Company 


Data revised to February 14. 1940 60 ig! -_ 
Incorporated: 1904, New York. Office: 55 45 
Broadway, N. Y. City. Annual meeting: 30 =. 

Third Wednesday in February. 15 
Capitalization: Funded debt........... None 0 $3 
Preferred stock 7 non-cum. 

Common stock ($100 par)......... 80,000 shs a 


$1 
Nor -callable. 1932 ‘33 °35 "36 ‘37 ‘38 1939 


Business: Is engaged in the purchasing, selling, owning, 
leasing and administering real estate. Company owns in fee 
a number of properties in New York City, chiefly office build- 
ings, but also a few stores and theatres. Rental income is 
chief source of revenue. 

Management: Long connected with the business. 

Financial Position: Good. Cash as of April 30, 1939, $4 mil- 
lion. Mortgages, $1.3 million; equities in real estate, $4.4 
million. Book value of common stock, $114.52 per share. 

Dividend Record: Uninterrupted payments on_ preferred. 
Disbursements on common at varying rates from 1905 through 
1908. Resumed in 1918 and maintained to date. Stock dis- 
tributions of 50% and 331/3% in 1926 and 1931 respectively. 

Outlook: Income is mainly affected by general conditions 
in the real esiate business in New York City, especially by 
the demand for office space. The market reflects a large excess 
capacity and intermediate term prospects for improvement 
appear limited. 

Comment: Despite a satisfactory dividend record the com- 
mon embodies all the speculative risks characteristic of real 
estate equities. 


EARNINGS, DIVIDEND = AND PRICE RANGE OF COMMON 


Years ended Dec. 31: 1935 193 1936 1937 1938 * 1939 
Earned per share abe 2.93 $038 $0.17 0.35 $2.89 $0.26 D$1.02 
Dividends paid ....... 2.50 2.00 1.50 2.00 2.00 3.50 2.50 


Price Range: 
55 52 37 50 74 60 58 
58 D4 46 


Deere & Company 


Data revised to February 14, 1940 _oharnings and Price Range (DER) 


Incorporated: 1911, Illinois, as American 40 

Implement Company, succeeding a business 30 
originally established in 1837. Present 20 

name adopted shortly after incorporation. 10 

Office: Moline, Illinois. Annual meeting: 


Last Tuesday in April. Number of stock- Fiscal yoor_ords Oct. 3! 


holders (October 31, 1939): Preferred and $3 
commen combined, 11,081. —2 3 
. DEFICIT PER SHARE $ 


italization: Ne 3 
1939 "34 "35 "36°37 1939 
1,545,000 shs 
Common stock (no par)........ 3.004,362 shs 


"*Non- callable. 


Business: The second largest U. S. manufacturer of general 
agricultural machinery. Major source of revenue is a two- 
cylinder, wheel-type tractor, developed in response to the 
increasing trend toward farm mechanization in recent years. 

Management: Aggressive and long experienced. 

Financial Position: Strong. Working capital October 31, 
1939, $71.1 million; cash $11.3 million. Working capital ratio: 
7.8-to-1. Book value of common, $18.44 a share. 

Dividend Record: Irregular. Although often at partial rates, 
preferred dividends have been paid each year since issuance. 
Arrears fully liquidated in 1937 and regular payments there- 
after. Common dividends paid 1928-31 and 1937 to date. 

Outlook: Over the longer term, company is favorably situ- 
ated by virtue of its aggressive merchandising methods and 
substantial consumer good will. 

Comment: Preferred is a medium grade investment; com- 
mon stock is essentially speculative, but represents one of the 
more strongly situated units in the farm equipment industry. 

“EARNINGS, DIVIDEND RECORD AND PRICE RANGE oF comm ON: 
Years ended Oct. 31: 1932 1933 1934 1935 936 93 938 


Earned per share.. D$2.44 D$2.16 D$0.59 $1.31 $3. 14 $4. 95 $2 43 #1. 82 
Years ended Dec. gl: 


Dividends paid .... None None None None None 0.67 1.35 0.75 
Price Range: 
6% 16% 118% 195% 36%4 47% 25% 25% 


148 1% 3% 7% 17% 419% 13% 15% 


*Acjusted to 200@ stock dividend paid October 31, 1937. After deducting $1,134,- 
603 adjustment; vefore this adjustment net income “ould amount to $2.20 per share. 


Eornings and Price Range (ICR) 
Data revised to February 14, 1940 50 9 PRICE RANGE 
Incorporated: 1910, Maine. Office: 75 Fed- c 
eral Street, Boston, Mass. Annual meeting: 20 
Second Wednesday in April at Portland, 
Maine. Number of stockholders (December 10 
31, 1937): preferred, 538; common, 4,096. 0 TAONED PER SHARE $3 
“Preferred st 6 cum. ($1 par) mL Y 1 
Common stock ($1 par)........ 65 shs ry 
Not abi 1932 ‘33 ‘34 (36 1939 
Oot Callable. 


Business: A leading bituminous coal producer in the West 
Virginia district, with mines noted for richness, compactness 
and availability of deposits. Unmined reserves, including leased 
property, are estimated at about 300 million short tons. 

Management: Able and of long experience. 

Financial Position: Sound. Net working capital as of De- 
cember 31, 1938, $5 million; cash, $437,270; U. S. Treasury 
bonds, $3 million. Working capital ratio: 3.3-to-1. Book 
value of common, $26.11 a share. 

Dividend Record: Above average. Common payments each 
year beginning 1912. Present annual rate, $2 a share. 

Outlook: Maintenance of operations on a profitable basis is 
indicated, but attainment of pre-depression earning power is 
unlikely because of generally unsatisfactory conditions in the 
bituminous coal industry. 

Comment: Stock represents one of the more advantageously 
situated units in its group but must share in some measure 
the risks common to all equities in the field. 


EARNINGS, DIVIDEND RECORD AND OF COMMON: 


Mar. 31 June 30 Sept. 30 Dec. 31 Total Dividends Price Range 
$0.48 $0.23 $0.19 $0.40 $1.30 $2.50 2 


ended: 


0.19 0.21 0.59 0.59 1.58 2.00 32 —11 
0.70 0.66 0.45 0.74 2.55 3.00 36 —24% 
0.53 0.24 0.22 0.60 1.69 2.00 36. —241, 
0.59 0.25 0.30 0.69 1.83 2.00 315%—24"s 
0.61 0.30 0.76 0.65 2.32 2.00 30 —201 
0.49 0.11 6.38 0.56 1.46 2.00 24 —16 
0.44 0.16 0.70 2.00 32%—I18 


Kelsey-Hayes Wheel Company 
borings and Price Range. (KW)B 


PRICE RANGE 


’ Data revised to February 14, 1940 


Incorporated: 1933, Delaware, acquiring 
business and assets of Kelsey-Hayes Wheel 30 
Corporation, as a consolidation of the former 20} 
Kelsey-Hayes Wheel Corp., and the Wire 0 
Wheel Corp. of America. Office: 3600 0 EARNED PER SPARE $6 
Military Avenue, Detroit, Mich. Annual $3 
meeting: First Tuesday in April. Number 0 
of stockholders (December 31, 1937): Class 
A, 1,000; Class B, 2,700. 
Funded debt...... $5,606,547 

Class A $1.50 convertible stock 

Class B common stock ($1>par)..257,982 shs 


DEFICIT PER SHARE $3 


‘35 ‘37 °38 1939 


“Convertible into class B stock share for share. Callable at $35 per share. Dividends 
cumulative, from January 1, 1938. After class B stock has received $1.50 a share in 
any year, class A purticipates equally orm a share for share basis. 

Business: One of the largest manufacturers of automobile 
wheels, approximately 75% of business is in this division; 
also produces brakes, brake drums, hubs, rims, flanges, etc. 

Management: Experienced in its field. Principal officers 
associated with company 18 to 20 years. 

Financial Position: Good. Net working capital June 30, 
1939, $4.1 million; cash, $2.5 million. Working capital ratio: 
4-to-1. Book value, class A, $31.71 a share; Class B, nil. 

Dividend Record: Poor. Initial dividend of $1.50 paid on 
both class A and B stocks in December, 1936; none since. 

Outlook: Changes in the level of activity in the automotive 
industry in general and Gereral Motors and Ford in particu- 
lar, will continue to be the important earnings determinants. 

Comment: Despite the improvement in the status of the 
company during the past few years, the stock continues in a 
speculative position. 


EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF CLASS B STOCK: 


year’s 
=. ended: Mar. 31 June 30 Sept. 30 Dee. 31 Total Dividends Price Range 
_ *... D$3.90 None 6%— 144 
see D0.50 None 7%— 2%, 
$0.62 $1.18 D$0.28 $0.39 1.91 $1.50 24%—17% 
=) eee 0.28 1.09 D0.34 0.76 1.79 None 19%— 4 
SEs D1.78 D0.90 D2.31 D0.19 D5.19 None 10%— 3 
0.60 D0.21 DO.55 None 10%— 5 


*Not available. 


= 


| 
2 
1 
ss 
2. 
5 
| 
HHH 
a 
a 
t 
@ 
ir 
»p 
p 
| b 
d 
Ei 
19 
j 19 
19 
14, 
19: 
19 
19 


2 


Spear &G Company 


_, Earnings and Price Range (SST) 
Data revised to February 14, 1940 pe 
Incorporated: 1903, New Jersey. Offices: 30 
24 West 23rd St., New York City, and 20) 
“11-921 Penn Avenue, Pittsburgh, Penn- 10 PRICE RANGE 
sylvania. Annual meeting: First Tuesday a 
in April at New York office. $s 
Capitalization: Funded debt.......... *None EARNEO PER SHARE 0 
+Preferred stock $5.50 cum. (no DEFICIT PER SHARE 35 
19,500 shs $10 
{Second preferred stock $5.50 1932 '33 '34 ‘36 ‘37 ‘33 1939 
CUM. DOL) 18,750 shs 


Common ($1 par). ..225,000 shs 


*AS 93 oT sas OUtstandi a $749,000 mortgage on New York 

Business: Operates 10 retail stores located in New York 
and Pittsburgh. Company entered the men’s clothing field 
in 1936, but sales are mostly in furniture, radios and house- 
hold equipment on the instalment plan. 

Management: Able and experienced. 

Financial Position: Fair. Net working capital December 
31, 1938, $5.5 million; cash %239,327; installment accounts 
receivable (less reserve), $6.1 million; cash surrender value 
life insurance, $147,509. Working capital ratio: 3.7-to-1. Book 
value of common stock, $12.36 per share. 

Dividend Record: Regular preferred payments made since 
issuance early in 1936. Initial dividend on present common 
stock paid 1936; no payments since 1937. 

Outlook: The importance of instalment contracts makes 
profits particularly vulnerable to general credit conditions. 

Comment: All classes of stock are speculative. 

EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON: 


Six months ended- June 30 Dec. 31 Year's Total Div idends Price Range 
D$3.70 D$5.82 D$9.52 1%— 
D2.02 1.07 D6.95 None % 
0.09 D0.65 D0.56 None T%— 2 
DO0.78 0.97 0.19 None 8%— 314 
1.2% *3.35 *3.58 $0.50 27 — 6% 
“0.11 *1,35 0.50 3 55% 
0.23 *D2.23 None 


On new $1 par common siock; previous earnings on old capitalization. 


The Superheater Company 


Washington Gas Light Company 


Earnings and Price Range(WGL) 
PRICE RANGE 
. - Vv 
Data revised to February 14, 1940 | eS 
‘ ou 
Incorporated: 1848. Absorbed its George 20 
town Gaslight subsidiaries in 1936. Office 10 — 
411 Tenth St... Washington, D. Annual 
meeting: First Monday in February. = $3 
Capitalization: Funded debt..... $17,579,500 
*Preferred $4.50 cum. conv. 
Common stock (no par). 90,0000 shs 
*Callable at) 105 Each share may be converted into three common shares at any 
time. 


Business: Company supplies gas service in Washington, 
D. CG. and adjacent territories in Maryland and Virginia. 
Population served, about 700,000. 

Management: Experienced and successful. 

Financial Position: Satisfactory. Net working capital De- 
cember 31, 1938, $1.4 million; cash, $660,538. Working capital 
ratio: 1,8-to-1. Book value of common, $33.15 a share. 

Dividend Record: Regular payments on common every year 
since 1866. 

Outlook: Growth of territory has been accelerated by large 
increase in Federal employes. In the absence of any sharp 
reversal of the population trend, the margin of profits will 
depend largely upon rates and the ratio of taxes and ex- 
penses. 

Comment: The stock has an impressive record as an income 
producer and is regarded as being in a semi-investment clas- 
sification among the utility issues. 

*EARNINGS, AND PRICE RANGE OF COMMON: 


Years ended Dee. 31: 934 1935 1936 1937 1938 193 
Earned per share........ 53 $2.50 $1.75 $1.81 $2.24 +$2.51 
Dividends puid ......... 1.20 1.260 1.20 1.20 1.20 1.20 1.50 
fiange: 
2044 20 4/5 2025 27% 29's 235% S042 
19 3131/5 19 2/5 23% 2542 23 24 


*Adjusted to present stock. Split 3-for-1 in 1987. 712 months to November 30. 


75 Earnings and Price Range (SRH) 


Data revised to February 14, 1940 60 
4s PRICE RANGE 

Incorporated: 1912, Delaware, as The Loco- 30 
motive Superheater Co. Present title adopted 15 = 
in 1921, Office: 60 East 42nd Street, New 0 
York, N. Y¥. Annual meeting: April 15. $3 
Capitalization: Funded debt..........-. None $2 
Capital 904,855 shs EARNEO PER SHARE Ry 


1932 ‘33 ‘34 ‘35 ‘36 ‘37 ‘38 1939 


Business: Manufactures superheaters and boiler tubes for 
locomotives, marine and stationary engines. Combustion En- 
gineering Co., a subsidiary, manufactures automatic stokers 
and steam generating equipment of various types. 

Management: Well qualified in its specialized field. 

Financial Position: Strong. Net working capital December 

1938, $8.9 million; cash, $2.6 million; marketable securi- 
ties. $5.5 million. Working capital ratio: 14.2-to-1. Book 
value of capital stock, $15.87 per share. 

Dividend Record: Has paid regular and extra dividends of 
varying amounts each year beginning 1922. 

Outlook: The large number of potential outlets in public 
utility and industrial fields makes the company’s fortunes 
importantly dependent upon the general trend of capital ex- 
penditures. Replacement business will continue to lend sup- 
port to earnings of the railroad division. 

Comment: As a typical capital goods equity, the stock must 
be accorded a speculative rating despite the continuity of 
dividend payments. 

EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF CAPITAL STOCK: 


ear’s 

be ended: Mar. 31 June 30 Sept. 30 Dee. 31 ron Dividends Price Range 

1935.. $0.21 $0.24 $0.06 $0.12 0.63 0.50 30%—11 
1936..... as 0.30 0.46 14 0.12 1.02 70.95 60 —-27 
0.95 0.838 0.69 D0.16 2.31 72.50 61%—18 

0.15 0.25 0.01 0.14 0.51 0 6244 13 

0.19 0.10 0.20 70.60 . 


“Not available. Including extra. 


Wilcox Oil & Gas Company 


i d Price Range (WXC) 
Data revised to February 14, 1940 Earnings and 


Incorporated: 1918. Delaware. Office: Wilcox = 
Building, 6th Street and Denver Avenue, 4 PRICE RANGE 


Tulsa, Oklahoma. Annual meeting: First 

Tuesday after first Monday in April. Num- 5 1} 
ber of stockholders (April 1, 1939): 2.737. 0 

Capitalization: Serial notes...... $700,000 


*Capital stock ($5 par)......... 487,568 shs 
*Giving effect to complete conversion of 
7% preferred stock. 


EARNEO PER SHARE 


DEFICIT PER SHARE 


$2 
1932 ‘33 ‘35 "36 '37 ‘38 1939 


Business: One of the smaller integrated oil units, with 
producing properties in Oklahoma, Kansas and Texas. Has 
own refinery and casinghead plants. Refined products are 
marketed through a chain of bulk and service stations in 
Kansas, Texas, Missouri and Oklahoma. 

Management: Showing some evidence of progress after a 
long record of poor results. 

Financial Position: Unimpressive. Net working capital De- 
cember 31, 1938, $151,348; cash, $140,448. Working capital 
ratio: 1.1-to-1. Book value of capital stock, $5.67 per share. 

Dividend Record: Payments on common each year 1918- 
1928; none thereafter until 10-cent dividend paid February 
15, 1940. 

Outlook: Earnings are affected principally by production 
and prices for oil and gasoline. Production has shown an 
upward trend since 1936 but the company is still faced with 
an unsatisfactory general statistical position in the industry. 

Comment: The common stock is highly speculative, although 
climination of preferred stock and redemption of bonds are 
indicative of some recent improvement. 


oe RECORD AND PRICE RANGE CF CAPITAL STOCK: 


Qu. ended Mar. 31 = June 30 Sept. 30 Dec. 31 Year's Total Price Range 
$0.04 D$0.17 D$1.00 D$1.13 8144,— 2% 
D0.64 D0.40 D$0.06 DO.15 D1.25 2 
D0.22 D0.05 pD0.12 DO.70 D1.09 5% $ 
p0.11 D0.07 10.02 1).51 DO.71 318 1 
0.08 0.06 1D0.18 D0.06 5%4-—- 2% 
0.11 D0.01 0.01 0.15 0.24 1% 
0.11 0.19 0.07 0.52 15% 
“Based on capitalization outstanding at end of respective years. +Not available. 
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Business and Summary 


———Week End Week Ended 
Weekly Trade Indicators Fren.10 Feb. Feb. 11 Weekly Carloadings 
1 1 
llaneo Eastern District 
{Electrical Output (K.W.H.).... 2,523 2,541 2,268 Chesapeake & O)hlo.......cccess 31,940 32,345 
§Steel Operations (% of Cap.).. 68.8 71.7 54.8 Delaware & Hudson........ oe 12,644 13,131 
Total Carloadings (cars)...... 626,903 657,004 576,352 Lackaw’na & West’rn erty 
ek 81.4 81.2 75.0 Norfolk & Western............ 24,015 24,099 
*+Crude Oil Output (bbls.)...... 3,688 3,499 3,284 New York, N. Haven & Hartford 21,798 20,933 
+Motor Fuel Stocks (bbls.)..... 91,649 89,337 81,544 NOW 81,233 80,906 
+Gas & Fuel Oil Stocks (bbls.).. 128,351 129,397 145,955 New York, Chicago & St. Louis 16,664 16,261 
B Clearings, New York City $3,929 $2,893 3,601 
Outside N.Y.C. 2,654 2,47 2,429 15,056 14,890 
*+Bitum. Coal Output (tons)... 1,700 1,720 1,356 Western Maryland .«............ 10,387 10,358 
Cotton Mill Activity Index.... 135.7 143.3 117.8 Southern District 
F.W. Index of Ind’l Production 92.4 93.8 82.3 Atlantic Coast Line Pee eee 16.173 13.411 
*Daily average. 1000 omitted. tWard’s Reports. §As of Louisville & Nashville......... 29,523 28,265 
the beginning of the following week. {000,000 omitted. Seaboard Air Line............. 14,165 12,298 
¢Journal of Commerce. si Southern Ry. System........... 34,673 31,750 
Commodity Prices: Feb. 13 Feb.6 Feb. Northwest District 
Steel Billets, Pitts (per ton).. $34.00 $34.00 $34.00 Chicago & Great Western..... 5,855 5,159 
Scrap Steel, Pitts. (per ton).... 17.75 18.25 15.62% Chic., Milwaukee, St. Paul & Pac. 27,344 27.979 
Copper, Electrolytic (per lb.).. 0.11% 0.11 0.11% Chicago & North Western...... 33,076 33,157 
0.05 0.0525 0.0485 Great Northern .............-: 11,298 11,381 
Zinc, N Y. (per Ib.)..........0. 0.0589 0.0589 oceans Northern Pacific .............. 11,510 12,211 
Rubber Sheets (per 0.1915 0.1885 Want Bintetet 
Hides, Light Native (per lb.)... 0.13% 0.18% Atchison, Topeka & Santa Fe.. 22,209 —.21,940 
Gasoline, Dealer (per gal.)..... 0.0870 tt = Chicago, Burlington & Quincy. 23,675 23,698 
Crate SAL) | Chicago, Rock Island & Pacific. 19,429 18,458 
Wheat (per bushel)..........-- ; 0.727 0.62%, Chicago & Eastern Illinois..... 5,441 5,457 
Corn (per bushel)............. 0 0.0276 Denver & Rio Grande Western. 5,273 5,447 
Sugar, Raw (per Ib.)........--. Southern Pacific System....... 34,148 32,655 
Federal Reserve Reports Jan. | 20,399 0,91 
Member Banks, 101 Cities: (000,000 omitted) 
Total Commercial Loans....... 4,314 »295 3,745 Kansas City Southern......... 4,361 3,894 
Total Brokers’ Loans.......... 608 614 786 Missouri-Kansas-Texas ........ 6,599 5,751 
Other Loans for Securities..... 483 485 534 Missouri Pacific ............... 23,656 21,727 
U. S. Govt. Securities Held..... 11,321 11,291 8,406 St. Louis-San Francisco ....... 11,852 10,960 
Investments, Except Govt. Bonds 3,371 38 3,300 St. Louis-Southwestern ........ 4,757 4,009 
Total Net Demand Deposits.... 19,108 19,199 16,076 Texas & Pacific ............... 7,455 6,165 
Total Time Deposits...... 5,256 5,257 5,174 
Brokers’ Loans (N. Y. C.)...... 467 475 636 Note: Freight carloadings reflect current sectional business 
Reserve System: conditions. Loadings from the 15th to the 15th give a rough 
Reserve Credit Outstanding.... 2,518 2,503 2,584 indication of earnings for the current month. (Compiled from 
Total Money in Circulation.... 7,403 7,376 6,673 Association of American Railroads figures.) 
Indicators _ ndicators 
U. 8. Govt. Debt...... *$42,243 *$39,734 A WEEKLY INDEX OF a Orders: - 
tShipbuilding Contracts: 
tWorld Tin Supply (tons) 24,798  ..... 120 72,942 
691,999 706,874 Production ......... 57,158 
Women’s Magazines.. 629,613 601,706 ere 57,551 
Canadian Magazines.. 174,853 177,808 65,602 
last Furnaces Active.. 177 118 110 Pig a... Production nem 
00006 *3. 
*$32.1 *$5.9 ross tons) ...... 
45193 447.543 100 — § Variety Chain Store Sales *$208.14 
Magazine Advertising: 
Nat’l Weeklies (lines) 624,322 562,260 IN —DECEMBER—— 
Trade Papers (pages) 9,050 8,289 § 1939 938 
tReclaimed Rubber (tons) : tUnemployed, U. S.... *8.51 
Stocks on Hand...... 25,427 23,000 90 -— Electrical Equipment : 
Aviation Passenger Miles *65.02 *34.46 Truck and Tractor 
Radio Broadcast Sales: rs, wo Shipments ....... 152 
*$4.40 *$4.03 Refrigerators ....... 86,011 
*3.58 *2.67 80 +—- 47 Vacuum Cleaners .... 155,201 
*0.32 *0.32 Washing Machines .. 77,270 
Fertilizer Tag Sales \ ras 11,854 
428,643 450,075 1939 Fluid Milk (quarts) : 
Steel Ingot Output (tons) *5.02 *3.17 70 Average Daily Sales.. *6.45 
Engineering Construction : P Glass Output: 
Total Awards ....... *$191.98  *$264.93 Plate (sq. ft.) ...... *18.48 
Silk (bales U. S. only): indow (boxes).... *1.18 
29,506 40,816 Malt Liquor (bbis.) : 
Phones in Service 60 ee *3.58 
A Withdrawals ........ *3.92 
Net Gain for Month.. 94,400 65,400 Stocks on Hand...... *7.19 
in Storage Whiskey (gals.): 
Butter (lbs.) ....... *55.47 *126.77 50 Production .......... *3.03 
Cheese (lbs.) ...... *108.18  *120.17 Withdrawals ........ *8.94 
Eggs (cases) ........ *2.59 *2.09 , tocks on Hand..... *455.01 
1929 "30 "31 32 ‘34°35 36 ‘37 Jan. Feb. Mar, Apr. May Jun, Jul. gence Qutput (pairs)... *23.41 
Poultry (lbs.) ....... 167.46 *139.11 1940 
Fruits (Ibs.) ....... *128.12 *125.76 Freight (tons)....... 904,970 
Vegetables (lbs.).... *72.15 *65.54 Index Number ....... 121.24 


*000,000 omitted. 


y i tCorporate new issues only, excludes refunding. 
Piled by Merrill, Lynch & Co. #Adjusted for season variations. 


first of month. 
{American Trucking Asso 


§23 chains and 2 mail orders, com- 
ciation (201 carriers in 37 states). 


Daily Dow-Jones Averages for Stocks and Bonds—Closing Prices 


——CLOSING STOCK AVERAGES—— Vol. of Sales —————CHARACTER OF TRADING 
30 20 15 65 N.Y.S.E. 


(Shares) 


867,820 
1,099,340 
19,800 


1940 Industricls R.R.s Utilities Stocks 


8 .. 148.40 31.46 24.95 49.91 
9 .. 148.94 31.40 24.98 50.02 
10.. 148.84 31.27 24.95 49.96 


Issues No. of No.of Total Un- New 
Traded Advanc’s Decl. ch’ng’d Highs 


812 546 108 158 69 
849 443 197 209 83 


13.. 148.78 31.13 24.99 49.90 
14.. 148.33 31.00 24.85 49.73 


582,180 
650,860 


611 167 289 155 27 
H 


a 
313 205 54 
709 227 277 205 49 


1 i 
755 237 


Average Value of 
40 Bond Sales 

Bonds N.Y.S.E. 
89.59 $7,380,000 
89.67 7,570,000 
89.55 2,850,000 
89.47 5,900,000 
89.34 5,580,000 
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